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TREND TOWARD THE SIMPLE LIFE. 





It is a strenuous life we have been living, but there 
are evidences of reaction. Less and less the successful 
business man is mistaking the outward evidences of 
prosperity for the inward satisfaction of real living. 
One by one we are taking to the woods, and trying to 
live the simple life. We are going back to the soil and 
partaking of the real pleasures which nature affords. 
It is a healthy trend. It will create better standards 
of living and better methods of doing business. There 
will be less pressure and waste; more real solid and 
enduring work. Gradually we are finding out that it 
does not pay to exhaust too much vitality in the mere 


process of making money. Certain rough ideals are 


shaping themselves as to what a man’s share in the 
fortunes of the world may be. When we can obtain 
this reasonable share we may well be content and ap- 
ply ourselves to securing satisfaction from those things 
which do not relate to an increase in that share. 
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Insurance Journals worth 
Patronizing 





Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies 15c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies I5c. 





Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; 15c per copy. 





The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 





The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
torsin their work. Occupies a distinctive 
field which it covers in a unique way. 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 2o0c. 


Western Underwriter, 145 La Salle St., 


, Chicago, I1l., and Cincinnati, Ohio. A first- 


class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.50 per year; single copies I5c. ; 
special life number, $1.25 per year, 20c. per 
copy. 





Exceptional Inducements 


are Offered Intelligent 
and Reliable Men 


to enter the service of 


THE MUTUAL LIFE 
INSURANCE COMPANY 


OF NEW YORK 





It is the largest and best Company 
in the world and is the most satis- 


factory Company to represent. 








Applications may be sent to 


GEORGE T. DEXTER 


Second Vice-President 


32 Nassau Street - New York City 


Northern Assurance Co. 


OF LONDON, ENG. 
UNITED STATES STATEMENT AS OF JAN. 1, 1906 


Admitted Cash Assets ..... . $3,814,971.58 
All Liabilities, including Reserves, . __2,442,212.49 
Net Surplus in United States . $1,372,759.09 


EASTERN AND SOUTHERN DEPARTMENTS 


Company’s Building : : 38 Pine Street, New York 
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ETHICAL ASPECTS OF LOCAL RATE WARS IN FIRE INSURANCE. 


Broad Question of Ownership of Expirations Involved.—Yaried Interests of Local Agents 


and Companies. 


Attention has been focused during 
the past year upon the ethical aspects 
of rate wars. Considerable interest 
has been shown in the matter by the 
National Association of Local Fire 
Insurance Agents with a view to 
affording its constituency as much 
protection as possible against the in- 
jurious effects of this abnormal com- 
petition. 

There is, of course, no justification 
for this kind of competition under 
ordinary conditions. It in no instance 
grows out of a desire to benefit the 
insured, although an appeal is always 
made for public support by those who 
institute these wars’ As a matter of 
fact rate wars result in positive injury 
to the great body of policyholders, for 
business cannot be written at less 
than cost to policvholders in one spot, 
without collecting excessive charges 
from those in another. Rate wuars 
therefore aim at the fundamental! idea 
of equality in the treatment of policy- 
holders and are as surely discrimina- 
tion in favor of preferred policyhold- 
ers as rebating, a practice which is 
condemned by law and ethics. 

Unfortunately rate wars in fire in- 
surance are not infrequent. They 
have ulways been resorted to even by 
good companies for the purpose of 
settling competitive disputes,—invar- 
iably in a feeling of anger and carried 
out in a spirit of retaliation. Rate 
wars enable the company to strike a 
blow at an offending enemy without 
serious injury to itself, unless indeed 
the rate war becomes general, in 
which case the suffering is likely to 


be widespread and serious for all com- 
panies. The war is always declared by 
financially strong companies, and thas 
the power and force of capital is used 
to inflict damage upon those less for- 
tunate in such possessions 

Are there any circumstances under 
which local rate wurs are justifiable? 
To answer this question we may 
study the conditions under which rate 
wars have occurred in two localities 
where the circumstances were investi- 
gated and reported upon by the 
National Agency Association, — one 
at Griffin, Ga., and the other at Bowl- 
ing Green, Ohio, both small places in 
which the entire business of the town 
was largely rewritten for considerable 
periods at war rates. 


The Griffin (Ga. ) Incident. 


The trouble in each instance arose 
out of the commission question. In 
Griffin, Ga., an agent formerly rep- 
resenting so-called ‘‘ association ”’ 
companies, that is to say members of 
the Southeastern Tariff Association 
pledged to 15 per cent. commission,— 
took a ‘‘non-association’’ company, 
paying an excess commission in the 
form of a contingent The rules of 
the Southeastern Tariff Associution 
required the retirement of association 
companies under these circumstances, 
In retiring the companies claimed that 
the business which had been placed 
upon their books by the agent con- 
cerned belonged to them, and they 
proposed to cut the rate, therefore, in 
order to hold it. With this object in 
view they sought to place the repre- 
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sentation of the company with estab- 
lished agents. But none would take 
them on the conditions that they were 
to solicit the renewals of the former 
agent. 

The companies therefore established 
a new outside agency comprised of 
special agents, and acting under the 
authority of the association opened 
rates in Griffin, advertising their pur- 
pose in the local papers and taking up 
business at rates varying from 50 to 
75 per cent. of the former tariff,—not 
only of their former agents, but of 
all agentsin the town. The result of 
this action was that in a very short 
time the entire business of Griffin was 
rewritten with non-cancellation claus- 
es for periods ranging from one to five 
years at war rates, and when rates 
were finally restored by the associa- 
tion there were five agents in the 
town where there were four before 
and less premium income to distribute. 


Conditions at Bowling Green, Ohio. 

At Bowling Green, Ohio, the cir. 
cumstances were reversed, inasmuch 
as the withdrawing companies were 
non-association, or, as they are better 
known in that territory, ‘‘non-union.”’ 
By a singular coincidence the same 
companies were involved in the agen- 
cies at Bowling Green as at Griffin. 
In this case a local agent representing 
union and non-union companies de- 
cided to unionize in order to secure 
graded commissions on the entire 
business written in the agency. Prior 
to doing so he made arrangements to 
exchange his non-union companies 
with the union companies in another 
agency. The non-union companies 
would not accept this arrangement 
and would not gointoany other estab- 
lished agency unless the business of 
their former agents were attacked. 
None of the established agents wished 
to represent the companies on this 
basis. 

They thereupon selected a life insur- 
ance agent and appointed him as their 
representative with instructions to cut 
rates to the bone. The agent adver- 


tised in the local papers as an “‘ anti- 
trust’’ office. and as a consequence all 
the agents in town became involved 
in the war. Preferred business was 
cut at least 50 per cent. and often 
more. Non-cancellation clauses were 
used and conditions becamo thor- 
oughly demoralized. The result was 
the same as at Griffin, Georgia, where 
there were more agents and less 
income to divide. The non-union com- 
panies at Bowling Green claimed, as 
the union companies did, at Griffin, 
that the business was theirs and they 
proposed to cut rates in order to estab- 
lish this control. 


Principle of Agency Underwriting 

The principles covering this point 
have been quite thoroughly discussed 
in agency circles of late years, and a 
very strong sentiment has developed 
against such control either by rate 
cutting or by injunction. Both have 
been attempted, the latter, however, 
in but one case, that of the famous 
Yonkers injunction, which was taken 
up by the National Association and 
fought out on behalf of agency inter- 
ests. 

The position taken by the National 
Association in regard to the Yonkers 
injunction brought up the whole 
question of control of business. The 
result was a general agreement that 
the business belonged to ‘‘ whoever 
could control it.’’ But the trouble 
was that many companies asserting 
that rule had in mind the idea that 
they could control it at all times by 
cutting rates, using their financial 
strength for this purpose as opposed 
to the financial weakness of the local 
agent. The discussion was not al- 
lowed to be dropped at that point and 
the agents in their debates insisted 
that the statement should be qualified 
by saying that the business belonged 
to whoever could control it ‘‘at equal 
rates.’’ Under such circumstances 
the agent knew that in 99 cases out 
of a hundred he would control. This 
point was so insistantly pressed that 
it was finally incorporated by prom- 
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inent agency companies as their own 
statement of principles, and is we be- 
lieve the governing thought in the 
business today. It is quite manifest 
that the statement that the business 
belongs to whoever‘‘can control it’’ is 
meaningless without qualification for 
a company can always control by cut- 
ting the rate. 

Kxcept as to the classification of 
companies the circumstances at Bowl- 
ing Green and Griffin were identical. 
In substance, they were that with- 
drawing companies asserted their own- 
ership of the business and attempted 
to establish control by cutting the 
rate. Was there justification for his 
action? 


No Justification For Rate Cutting. 


[t seems to us not. A company 
which is dissatisfied with the repre- 
sentution it is receiving in one agency 
should peacefully withdraw and ap- 
point another, taking the business 
controlled by the new agent in place 
of that controlled by the old. If the 
company can take up its risks through 
the new agent at expiration on equal 
terms, there certainly can be no 
cause for complaint. But that it 
should deliberately cut the heart out 
of rates in order to damage the busi- 
ness of an agent it is displeased with, 
seems to us an exhibition of barbaric 
instincts. 

We are very emphatically of the 
opinion that it is not the method by 
which disputes between companies 
and agents should be settled. A com- 
pany which withdraws from an agen- 
cy, and asserts its ownership of the 
business and attempts to establish 
that control by cutting rates, is in the 
wrong. 

There may be extenuating circum- 
stances. The agent may have treated 
the company unjustly, but the com- 
pany’s defence against this kind of rep- 
resentation is its right to make a 
change. If the company has a griev- 
ance against an agent it should not 
take the administration of justice into 
its own hands to the extent of ruining 


the business of that agent, and involv- 
ing usually in that ruin all other 
agents in the locality. 

Both at Bowling Green and Griffin 
the companies opening rates cited 
exasperating circumstances to justify 
their course. The association compan- 
ies at Griffin claimed that the non- 
union company came in and by the 
payment of excess commissions in- 
duced the agent to begin the transfer 
of risks from their books to those of 
the new comer. At Bowling Green 
the non-union companies claimed that 
their agent was induced to transfer 
business to the books of union com- 
panies by the offer of excess com- 
missions. 


Should Agents Transfer Business. 
This raises, as it seems to us, an- 
other question of agency practice, 
namely,—has an agent the right, 
under the inducement of excess com- 
missions, to transfer the business 
which he has confided to one company 
to another? 

We believe that it is wrong for the 
agent to do so; that if he has taken 
the company into his agency and has 
given it a line of business which it 
has sought and which he is willing to 
give it, that he places himself under a 
moral obligation to continue that 
business on the books year after year 
so long as he may represent it. 

There may, of course, be other reas- 
ons why it is necessary for the agent 
to transfer risks at expiration from 
one company to another, but these 
would not considerably affect the 
business of a company one way or 
another. But when, under the induce- 
ment of excess commissions paid by 
one company over another, there isa 
very definite and continuous shift of 
risks, we believe that a company has 

‘been wronged and that the quicker it 
changes its representation the better 
it will be for its interests. Such a 
change it seems to us can always be 
made without rate cutting and the 
disloyal agent is sufficiently punished 
by the loss of the company and the 
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criticism he would receive when the 
reasons for the change of agency 
become public. 

One reason no doubt for the diffi- 
culty in regard to rates is that hereto- 
fore companies have been obliged to 
depend upon their own initiating of 
defensive war measures to maintain 
their competitive position. But with 
the universal recognition of an effi- 
cient working body of agents inter- 


ested in establishing correct ethics 
within the business, it seems no long- 
er necessary for any company to settle 
its quarrels by demoralizing rute wars. 
A company which has been treated 
disloyally by its agent will be helped 
and maintained by the organization; 
but that company neutralizes the 
strength of its own position when it 
retaliates by cutting rates and alien- 


ates the sympathy of all honest local 
agents: 





FIREMANS FUND’S HEROIC STRUGGLE FOR EXISTENCE. 





Dramatic Story Told by One of Its Officers.—Agents Supporting the Corporation in Its 
Hour of Trial. 





Of ajl the special incidents growing 
out of the San Francisco conflagra- 
tion none excites greater admiration 
or sympathy than the manful struggle 
made by the management of the Fire- 
mans Fund to retain its position in 
the underwriting world. The story 
of the company’s struggle is told by 
Vice-President Faymonville in a letter 
to agents and it will bear re-telling in 
Mr. Faymonville’s words to the read- 
ers of this magazine. He says: 

“The lamentable confusion and 
misunderstanding that appears to ex- 
ist between the public and the insur- 
ance interests with respect to the 
treatment of claims arising through 
the recent appalling disaster in San 
Francisco, prompts me to lay before 
youa frank statement of the condi- 
tions of the old Firemans Fund In- 
surance Company and its attitude to- 
wards its claimants. 

‘On my return May 7 froma busi- 
ness trip to the Philippines I founl 
the insurance business in most awful 
confusion and chaos. President Dut- 
ton and also all the other officers and 
employees of the company were, and 
are still, struggling heroically, man- 
fully and conscientiously to bring 
order out of chaos, to preserve the in- 
tegrity of the company, and to pro- 
tect its policyholders. not only for its 
own sake, but for the reputation of 


California, to which state it hus for 
forty years been a credit. 

‘The company has undoubtedly re- 
ceived a terrific blow. Its office, with 
practically all its Pacific Coast records 
and maps, had been burned. Not a 
scrap of information remained to in- 
dicate the company’s liability in the 
destroyed area. Most of the officers, 
directors and employees had been 
burned out and were scattered to the 
four winds. Many shareholders had 
also been burned out and were finan- 
cially crippled. The company being a 
loyal California institution, had in- 
vested largely in California and San 
Francisco securities, and these securi- 
ties had likewise suffered severely. 

“The inability of the company to 
give an intelligent statement of its 
San Francisco liability, on account of 
the complete destruction of its rec- 
ords, caused a stampede among many 
of its outstanding policyholders, of 
whom there were at least 100,000, and 
an avalanche of cancellations and de- 
mands for return premiums followed. 
The banks were closed by proclama- 
tion of legal holidays by the governor, 
and the company’s bank account was 
therefore unavailable. Inability or 
refusal to meet return premiums 
would have placed it in default and 
would have wrecked the company 
even before the San Francisco liability 
could have been ascertained. 
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‘‘All other companies operating on 
the coast had also been hit very hard 
by the disaster, and were in no posi- 
tion to consider measures for the re- 
lief of the Firemans Fund. President 
Dutton in this exigency conceived the 
plan of organizing a new corporation 
with new funds to relieve the old 
company of the threatening liabil- 
ity under its outstanding unburned 
risks. After encountering and over- 
coming almost insurmountable diffi- 
culties, the project was made a suc- 
cess and the Firemen’s Fund Insur- 
ance Corporation was incorporated, 
the necessary funds paid in and it 
was duly licensed to conduct the busi- 
ness of insurance by the insurance 
commissioner of California. The stock 
of the new company was subscribed 
partly by such stockholders of the old 
company as had not been ruined by 
the disaster, a larger part was taken 
by new investors, and a small part is 
stillat the disposal of such as may 
wish to enter the venture. Of the 
permanency and success of the new 
corporation there can be no question, 
for with a capital stock of $1,000,000 
and a surplus fand of a like amount, 
it will rank as one of the greatest in 
the list of America’s remaining com- 
panies. 

“The new corporation at once as- 
sumed all outstanding liability of the 
old company, under the policies issued 
and that may be issued not involved 
in any loss on April 18, as explained 
in the jointcircular letter already sent 
you, thus making those policies sound 
and dependable. As a result, the 
cancellations and demands for return 
premiums have ceased. 

The old Firemans Fund will now 
devote itself to the task of ascertain- 
ing and liquidating its losses by the 
San Francisco disaster. At the 
clamorous demand of the public the 
time for filing claims was extended to 
Aug. 18, and, as the company has no 
records of its own, it will be com- 
pelled to wait until that date before 
its final liability can be determined. 


‘‘We are adjusting the company’s 
losses fairly and honorably, on the 
merits of each case. We are not ex- 
acting an arbitrary deduction of 25 
per cent. or any other per cent., and 
our adjusting department has abso- 
lute instructions to assist every clauim- 
ant in the preparation of his proofs. 
and the completion of his legitimate 
claims against the company. 

‘We intend to pay all legitimate 
claims dollar for dollar, and to do so 
the company will surrender every 
penny it possesses. If it does not 
possess sufficient funds to go around, 
it will call on its stockholders for 
more. I know that other officers 
share with me the sentiment that we 
are personally fprepared to yield up 
all we have left to meet our share of 
the liability and to preserve the good 
faith of the company. 

“Itis with a feeling of profound 
sorrow that I realize that the old Fire- 
mans Fund, with which I have been 
associated for twenty-eight years, 
will probably have to retire, but in 
retiring it will endeavor to treat every 
claimant fairly and equitably. I con- 
sider that the company was perfectly 
fireproof, but it was hardly earth- 
quake proof. 

‘It is my opinion that if our agents 
and friends will accord the new Fire- 
men’s Fund Insurance Corporation the 
same enthusiastic loyalty and sup- 
port, which they have always ex- 
tended the old company, the new en- 
terprise will in a remarkably short 
time become the equal in strength 
and popularity, not only of the old 
company, but of any other insurance 
institution.”’ 





Even though the old Firemans 
Fund Insurance Company shall disap- 
pear the spirit of its management cer- 
tainly deserves to live, as there is 
every evidence thatit will. Itsagents 
as a whole are most loyally supporting 
the management, nor is the company 
lacking for friends among other com- 
panies. Indeed we doubt if the man- 
agement of any company is more 








72 Journal of Insurance Economics. 








warmly esteemed among its competi- 
tors than that of the Firemans Fund. 
And as evidence of the fact that this 
counts for something in time of 
trouble we quote the following letter 
written by Law Brothers of Chicago, 
western managers of the Royal In- 
surance Company: 

You will doubtless hear disquieting rumors 
regarding the condition of the California com- 
panies and you may be asked for advice by our 
agenis who likewise represent either the Fire- 
mans Fund or the Home Fire & Marine. It is 


our earnest desire that you reflect the wishes of 
this office in whatever you may say. These 


people are our very good friends, they are 
struggling with this same momentous problem 
that is confronting insurance companies gener- 
ally. Do as you would like to be done by, is our 
admonition and in so doing you will reflect 
credit upon yourself and dignify your position 
as the accredited representative of the ‘“‘Leading 
Fire Company of the World.” Our very best 
wishes are extended our good friends, Messrs 
Marshall & McElhone, the managers of these 
companies, and our earnest hope is their busi- 
ness may be held together and we confidently 
believe it will if their associates in business will 
not foster distrust but help the laudable efforts 
they are putting forth to avert distrust. These 
are times when friendship and manliness tell, 
let our action reflect their largest and finest 
qualities. 








PROPOSED BLACKLISTING OF ‘‘WELCHING” COMPANIES. 








An organization of policyholders in 
San Francisco has been formed, the 
main object of which is to bring pres- 
sure to bear upon fire insurance com- 
panies to induce liberal settlement on 
their part by threatened publicity ard 
blacklisting. It is stated that this 
organization intends to prepare and 
publish for general circulation among 
business organizations throughout the 
country a list of companies which 
settle their losses fairly and those 
which do not. The daily papers are 
already making up, on their own ac- 
count, lists of this description and 
an enthusiastic member of Congress 
has stated that he will introduce the 
names of blacklisted companies into 
a speech in order that they may be 
printed in the Congressional Record. 

It is clear, therefore, that all the 
power of publiciity is being and will 
be used to secure liberal adjustments. 
It is a proper power to exercise and if 
it is used wisely should be effective in 
producing for San Francisco claimants 
the maximum of justice in these set- 
tlements. The value of the work will 
depend entirely upon the fairness and 
intelligence with which the list is pre- 
pared, and the standard or rule set up 
by which it is to be determined that a 
company belongs in one class or the 
other. This task is not free from dif- 
ficulties because there is today really 


no such standard by which such a list 
can be compiled. If the favored list 
is to comprise only those companies 
which pay losses in full without dis- 
count or compromise then every com- 
pany will be upon the blacklist 

If the organization is to be used 
merely as a temporary weapon or 
threat to whip the companies into 
line, and has back of it no really sin- 
cere purpose to print a discriminating 
list after losses have been settled and 
the atmosphere cleared, then the 
movement will prove of little or no 
benefit to any one. The companies 
are getting used to publicity of the 
most threatening kind, and abuse, 
vilification and threats have been car- 
ried to such a degree that their effec- 
tiveness as forces in the adjustment 


of losses is no longer felt. 

If any companies are actually 
‘‘welching’’ on their losses in San 
Francisco the facts should become 
known, and the report of any fair- 
minded tribunal will have great 
weight in determining the drift of in- 
surance patronage in the future. 





WHAT ONE JOURNAL HAS DONE. 


The “Insurance Field,” speaking of its accom- 
plishments in handling the San Francisco dis- 
aster, says it “thas furnished such a history of 
the conflagration and the handling of its prob- 
lems as was never before accomplished in trade 
journalism.” This is no more than the truth. 
The Field deserves high praise for its enterprise 
in this crisis. 
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SAN FRANCISCO SETTLEMENTS VIEWED BY COMPANY MANAGER. 


An Official Telegram and the Reply It Brought Forth. 


At the height of the excitement in 
San Francisco regarding the adjust- 
ment of lossesa joint telegram was 
addressed to all insurance companies 
concerned, signed by Governor Pardee 
of California and Mayor Schmitz of 
San Francisco of which the following 


is a transcript: 

The insurance condition here is intolerable, 
and we make our first appeal to the home offices. 
San Francisco has been a most profitable field 
for insurance companies. Our citizens have 
paid their premiums, and now demand that their 
losses be paid. Every means have been taken 
by certain agents to wring unfair settlements 
from astricken people. They have refused the 
privilege of removing debris where there is no 
salvage, in order to coerce settlements. In very 
few instances did the earthquake destroy a ma- 
terial part of any building, and these cases can 
be easily isolated, and should not prejudicially 
affect the rights of others and cause delay. Cer- 
tain agents consider the companies’ bank ac- 
counts only and not our rights, and are trying 
to force horizontal cuts, which our people will 
strenuously resist. We have decided to organ- 
ize such resistance in order to save individuals 
from imposition. No doubt our people would 
accord a reasonable time for companies to real- 
ize on assets if definite settlements are made. 
We appeal in our misfortune to your manhood, 
business integrity, and sense of justice to inter- 
pose your veto on the disreputable tactics of cer- 
tain agents who are irritating our people to the 
point of exasperation. In the name of the 
people of city and state, a speedy declaration of 
policy and settlement is demanded. 

The companies replied to this appeal 
in various ways, the tenor of which 
was to suggest that the company’s 
point of view was not fully under- 
stood by the insuring public. One of 
the best replies was that drafted by 
Manager Richards of the North Brit- 
ish & Mercantile. Indeed, because of 
its careful preparation and the points 
enumerated, it represents a general 
reply for all the companies. 

Mr. Richards states that underwrit- 
ing profit and loss has nothing. to do 
with the legal and moral obligations of 
either party to the insurance contract. 
In 36 years his company has made a 
profit in San Francisco of $203,782. 


The company’s amount at risk in the 
burned district, $3,498,000, is 17 times: 
greater than this profit. The esti- 
mated profit of all companies for 36 
years is in theneighborhood of $12,000, - 
000. The liabilities of all companies 
in the burned district run from $230,- 
000,000 to $250,000,000, showing that 
the profits have been swept out of ex- 
istence many times over. Genera- 
tions will pass before that city has 


‘made good to the insurance compa- 


nies the loss sustained in the recent 
disaster. 

Concerning the earthquake damage 
Mr. Richards takes issue with the dis 
tinguished governor and mayor, his 
opinion being based upon personal in- 
spection of the burned district during 
a visit of several weeks. The earth 
quake damage he thinks was very 
large and applied to the great major 
ity of buildingsin the district since 
burned as well as the contents, though 
possibly in less degree. This conclu- 
sion is unvoidably reached from ob- 
servation and information obtained 
in a variety of ways, including an ex 
amination of the debris of walls not 
yet removed, disturbances to be found 
in the street, sidewalk, car tracks, 
gas and water pipes, and most strik- 
ingly in the damage and destruction 
throughout the portions of the city 
untouched by fire. 

Mr. Richards claims it almost im- 
possible to isolate buildings damaged 
by earthquake, as suggested in the 
official communication, one great dif- 
ficulty being the unwillingness of pol- 
icvholders to admit any earthquake 
damage in their own case, though fre- 
quently confident that the property 
of others has been sodamaged. More- 
over he says that the companies have 
not been free from unjust and exces- 


sive claims, in a degree similar to 
those made upon the committees hav- 
ing charge of the relief funds, and he 
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pointedly suggests that both the gov- 
ernor and the mayor must agree that 
‘‘to assume unjust dealings on the 
part of the company without knowl- 
edge of the facts, simply because a 
sum less than the amount of claim is 
offered in settlement. would be un- 
fair.”’ Mr. Richards defends the ad- 
juster on the spot. over whose head 
the governor and mayor appeal, by 
saying that the obligation of the ad- 
juster to deal fairly is equally great 
to his company as to the policyholder, 
and that it is his duty to ascertain the 
amount of earthquake damage, if 
any. in each instance. 

in answer to the criticism of delay 
in the removal of debris Mr. Richards 
says its removal destroys the only 
evidence of earthquake damage, not- 
withstanding which the majority of 
the companies have made every effort 
to vonserve the interests of property 
owners and consented to the removal 
of debris, though allowing themselves 
to be placed at a disadvantage in so 
doing. Regarding the adjustment of 
losses he thinks that the extent of the 
conflagration and complications aris- 
ing will inevitably require a large 
amount of time before all settlements 
can be made. In Baltimore the North 
British settled 350 losses in three 
months, yet this involved no unusual 
auestions of liability requiring special 
investigation and no misunderstand- 
ing between companies and policy- 
holders. In San Francisco the com- 
pany has to adjust 1,800 losses, and 
if there were no difficulties or com- 
plications it would require many 
months longer to adjust these losses 
than at Baltimore. It is therefore 
anticipated that at least a year will 
elapse before all claims are disposed 
of, ‘‘unless, indeed, some unusual 
method of settlement should be gen- 
erally agreed upon.”’ 

One more question Manager Rich- 
ards brings to the attention of Gov- 
ernor Pardee and his associate, Mayor 
Schmitz, namely, the great task of 
raising ready cash by the sale of se- 


curities and the borrowing of money 
at high rates of interest to meet San 
Francisco claims. To offset the im- 
pression that the profits of the com- 
panies throughout the country are 
such as to make. the San Francisco 
conflagration no tremendous loss or 
serious burden to the companies, he 
cites the fact that stock fire insurance 
companies in the United States for 35 
years, upon a net premium income of 
$3,548,000,000, earned a profit of $166, - 
000,000, ali of which will be absorbed 
by the losses sustained in San Fran- 
cisco. In short he asserts that since 
January 1, 1870, including the San 
Francisco loss, stock fire insurance 
underwriting in the United States has 
been conducted without underwriting 
profit. 





WILL THERE BE REFORM IN LARGE CITIES? 


In his preface to ‘‘Side Lights” just issued, H. 
T. Lamey of Denver, manager of the Western 
Assurance and British America, offers the fol- 
lowing observation on the San Francisco dis- 
aster: 

“It is too early to offer a prediction on the ef- 
fects of the San Francisco disaster upon the 
business of fire insurance. Customs and condi- 
tions are the result of growth, and radical 
changes are not anticipated. 

‘*The shareholder has more patience than the 
ordinary investor if he will carry the burden of 
assessments without inquiring into the econom- 
ies. After enquiry, will he be satisfied to fur- 
ther risk his capital without some reforms in 
the management? 

‘The waste is greatest in the large centres, 
where recent experience has demonstrated the 
hazard to be also the greatest. Will the manag- 
ing executives be permitted to perpetuate the 
abuses of expense in the large cities indefinitely ? 

‘*It is impossible to recoup the loss by increas- 
ing the tax, for business interests could not 
carry so great a burden; but there is an expense 
account that will bear paring. Who has the 
courage to cut the first slice?” 





EXPENSES IN LARGE CITIES. 


The commission reform for excepted Western 
cities, inaugurated by the “Large Cities Associa- 
tion” of companies, progresses slowly, and the 
plans originally suggested probably will not 
mature. Efforts in this direction should not, in 
our opinion, cease, but should be promoted by 
conference between the companies and agents 
interested. We believe the time opportune to 
inaugurate changes which will benefit both and 
save some of the annoying factors of competition. 




















= 
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MASSACHUSETTS STOPS UNDERVALUATION OF SECURITIES. 





According to the report of the Massa- 
chusetts Insurance Department jast 
issued a new policy has been adopted 
in regard to valuation of stocks and 
bonds. In former reports the inform- 
ation given has not enabled any one 
to ascertain whether the securities 
were carried at a fair valuation or 
not. In this year’s report a reliable 
quotation has been secured for all 
stocks and bonds reported, and a sys- 
tem of classification adopted in the 
case of each company, by which the 
facts may be correctly ascertained 
and printed. 

The commissioner says that the in- 
vestigations as conducted have shown 
some surprising error, such as securi- 
ties reported by companies which they 
did not possess, different securities be- 
ing. held in their places. In other 
cases it was found that securities de- 
scribed in the report had never been 
issued and inquiry revealed the fact 
that the descriptions were incorrect. 
These were all due to carelessness and 
were not of a serious character. But 
he found that there was another class 
of discrepancies due to deliberate 
judgment by which the same securi- 
ties held by different companies were 
differently valued according to differ- 
ent motives and point of view, such 
for instance, as variation in the valu- 
ation of a well known state bond from 
100 up to 114%. 

The commissioner says that very 
considerable under-valuations have 
been detected in this investigation. 
While such under-valuations are no 
doubt actuated by motives of conserva- 
tism, and not with any idea of impro- 
priety the commissioner thinks the 
practice is unwarranted because the 
purpose of an annual statement is to 
bring before the public the condition 
of the various companies ‘‘all measured 
by the same standard.’’ He calls at- 
tention to the fact that officers of com- 
panies make oath that the statement 


is a full and correct exhibit of all the 
assets, liabilities, etc., and the sched- 
ules call for the ‘‘market values’’ of 
stock and bonds, a standard of valua- 
tion too well known to excuse the 
figures given by some of the compa- 
nies. 

Regarding the argument that a 
company making under-valuation of 
its assets is justified by the safe re- 
sult produced, the commissioner says 
that a company is no less strong and 
safe if if makes a correct statement of 
assets. Moreover he points out that 
one purpose in requiring annual state- 
ments to give reasonably correct fig- 
ures is that the public may know, not 
merely whether a company is safe, 
but also whether it is making an un- 
warrantable profit from the rates it 
has enforced.”’ 


He contends that if assets are con- 
cealed by under-valuation, this act de- 
feats one of the purposes of the de- 
partment’s reports. He says: 


It is no answer to say that whether a company 
makes a profit or not is pone of the business of 
the public, that soundness is the only proper 
subject for state inquiry, for the state has as- 
sumed that it is concerned to know other things 
and has enacted laws designed to make them 
public property. Any purpose to defeat this de- 
sign by even so plausible and taking an excuse 
as a desire to have the company actually better 
than it appears, will be in a degree nullified, it 
is hoped without further legislative enactments, 
by the valuation by the department of stocks 
and bonds appearing in the statements published 
in its annual reports. 

It seems to the Journal that the po- 
sition taken by the Massachusetts de- 
partment is sound, and the arguments 
in favor of a correct valuation of all 
assets unanswerable. Under-valua- 
tion is deception in its essence as well 
as over-valuation. A public report 
loses much of its value if the facts are 
not correctly stated. There is, as it 
seems to us, but one safe rule to fol- 
low in these matters, and that is to 
measure all assets by the same stand- 
ard as set forth by the Massachusetts 
department and require reports to be 
made and printed in accordance with 
this system of valuation. 
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QUESTIONS ARISING OUT OF SAN FRANCISCO CONFLAGRATION. 





Tendency Towards Over-Centralization—Increased Writing of Net Lines—Probable Reduction 
in the Number of Annexes. 


Conditions in fire insurance arising 
out of the San Francisco earthquake 
and conflagration are becoming more 
clearly understood and we are able to 
predict with more accuracy some of 
the probable changes likely to occur 
as the result of this disaster. It is 
hardly necessary tosay that $150,000, - 
000 to $200,000,000 of insurance assets 
cannot be wiped out in one blow with- 
out having a decided effect upon many 
insurance practices, and that impor- 
fant economic tendencies will be 
strengthened which would lie dorm- 
ant under normal conditions. 

One very important outcome which 
will need careful watching is, in our 
opinion, a tendency towards over- 
centralization. By that we mean the 
sudden and abnormal concentration 
of the business in the hands of a rela- 
tively few companies. It is almost 
inevitable that the officers and man- 
agers of the big companies,—especi- 
ally those which have been lightly 
affected by the San Francisco dis- 
aster, or whose losses, heavy though 
they be, can be paid without a qualm 
or quiver,—should seek to promote 
this over centralization. They may 
do it with the best of intentions and 
with an honest belief that it will be 
better for insurance, as a whole, if the 
entire underwriting for the country 
is done by a few large corporations. 
Entertaining this belief there will be 
a disposition to encourage the sudden 
and quick development of a move- 
ment, the real benefits of which can 
only come by gradual and normal 
growth. 

There will be a tendency we believe 
for some companies to cut loose from 
former associations and to form new 
alignments, possibly with companies 


which were formerly competitive en- 
emies, in order that this centralization 


of control may be more speedily af- 
fected. 

It is against the dangers of sucha 
movement and not its probable or pos- 
sible good that we raise a warning 
voice. We do not believe, for instance, 
that it would bea healthy thing for 
fire insurance to have 50 or 75 agency 
companies fail and retire from busi- 
ness during the current year as the 
outcome of the San Francisco confla- 
gration. It would create dangerous 
autocratic tendencies among those 
which remained to divide the busi- 
ness. Itis inevitable that some com- 
panies shall fail naturally and with- 
out the stimulus of outside forces; 
but the continuance or discontinuance 
of many companies may be determined 
by the forces of opinion and the acti- 
vities and tendencies within the busi- 
ness itself. 

It is just here the danger arises. 
The continuance or discontinuance of 
any company should not be deter- 
mined by any other company, or group 
of companies working together for a 
common interest and a common un- 
derstanding. There are two economic 
maxims which may rule at this time. 
One is ‘‘let the fit only survive;’’ the 
other is ‘‘live and let live.’’ If the 
former rule shall predominate in the 
thought of insurance men the ten- 
dency will be towards this over-cen- 
tralization to which we have referred. 
If the dominating thought, and the 
rule of action, is ‘‘live and let live,’’ 


the elimination of companies and the 
concentration arising out of the San 
Francisco conflagration will proceed 
along healthy and natural lines. 

It is largely a question of what the 
people in the insurance business think 
and how they talk. If the majority 
are thinking and talking ‘‘live and 
let live’ that rule will prevail against 
the few who think and act in accord- 
ance with the other rule. 
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Reinsurance. 

One outcome of the earthquake is 
likely to be a very material reduction 
in the practice of reinsurance between 
companies,—the writing of larger lines 
than a company desires to carry and 
the reinsurance of the balance in as- 
sociated corporations. The losses, lia- 
bilities and difficulties of the com- 
panies in the San Francisco conafigra- 
tion, it is not too much to say, have 
been greatly increased through the 
prevailing practice of reinsurance on 
the Coast. It was the rule there 
rather than the exception for a com- 
pany to take excess lines, reinsuring 
the balance. The result is that many 
companies have materially larger 
liabilites in San Francisco than would 
have been the case had net lines been 
written. 

Moreover the direct writing com- 
panies find themselves responsible for 
the entire liability in this crisis, with 
no assurance in some cases that they 
will be reimbursed by the companies 
in which they have been reinsured. 
No company finds itself free handed 
to settle its San Francisco conflagra- 
tion losses without considering the 
effect it will have upon its reinsur- 
ance, and a portion of the delay in ad- 
justments, and of the complications 
which have arisen out of the unusual 
situation in San Francisco, is due to 
his single fact. 

Thus we say that the trend towards 
the elimination of reinsurance (a 
trend already apparent in the an- 
nounced purpose of prominent com- 
panies previously heavy reinsurers to 
to write only net lines) will become 
very marked. In fact, on the Pacific 
Coast today we understand that only 
net lines are being written, in direct 
opposition to the almost universal pre- 
vious practice of taking excess lines. 

If reinsurance is eliminated, ex- 
change business between agents will 
be greatly accelerated and much of 
the insurance now diverted under re- 
insurance treaties will be written 
through local channels. Moreover the 


tendency will be for reinsurance com 
panies, heretofore feeding upon Amer- 
ican business through the treaty sys- 
tem to become direct writers and duly 
licensed agency companies. All of this 
it seems to us will help to make the 
conditions of insurance writing in 
America very much better. 


Annexes. 

The San Francisco conflagration is 
likely also to prevent the further for- 
mation of ‘‘annexes’’ and in all prob- 
ability will reduce the writings of 
those in existence. Asin the case of 
reinsurance the liabilities of some 
companies have been very heavily in- 
creased through the maintenance of 
annexes, and no more striking illus- 
tration of the hazard of duplication 
could have been selected. 

The underwriters agency and com- 
pany annex has been a stumbling 
block in the progress of desirable in- 
surance reforms. It has proved ex- 
tremely difficult to handle the ques- 
tion or to formulate any rule or prin- 
ciple by which these exceptional crea- 
tions could be satisfactorily dealt 
with. But this conflagration has, we 
believe, brought the desired change. 
It has shown underwriters agencies 
and company annexes to be very un- 
profitable to the companies maintain- 
ing them. And it seems almost inev- 
itable therefore that they will not 
hereafter be an important factor in 
the underwriting problem, and that 
reform in certain directions will pro- 
ceed much more rapidly on this ac- 
count. 

We do not mean to say that under- 
writers’ agencies and company an- 
nexes will disappear. Important and 
extended plants which have been cre- 
ated may possibly be continued, but 
if so, they will not form the aggres- 
sive competitive factors which they 
have in the past. Certainly annexes 
will not hereafter be created for the 
express purpose of duplicating repre- 
sentation and lines in various local- 
ities. 
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INTERESTING LIGHT ON A SAN FRANCISCO RESIGNATION. 





A statement has come to hand from 
Oakland, California, dated July 7 and 
signed by George D. Dornin, which 
throws some interesting ‘‘sidelights’’ 
upon the early attitude of the compa- 
nies towardadjustments. The ‘‘docu- 
ments in the case’’ comprise printed 
statements and letters bearing upon 
Mr. Dornin’s reasons for resigning 
the Pacific Coast management of the 
National of Hartford. This resigna- 
tion was one of the earliest sensa- 
tional afterclaps of the conflagration. 
Mr. Dornin, represented as manager 
both the Springfield F. & M. and the 
National. 

The document sent out by Mr. Dor- 
nin is not complete, but from its read- 
ing we conclude that at one period 
both companies were acting together 
in the opinion that all property was 
damaged by the earthquake and that 
there should therefore be a discount 
from the face of the policy. The 
National’s attitude is indicated by its 
early instructions to adjusters as fol- 
lows: 

‘Pay no losses and make no proofs unless 
claimant desires to discount the face of the policy 
at least 25 per cent., in recognition of the non- 
liability and other features, where a claim is 
total and proportionately where a claim is less 
than the face of the policy. (40 per cent. seems 
in the opinion of a majority of the companies to 
be a fair compromise allowance. )” 

The Springfield’s early attitude in 
the matter is indicated by a telegram 
to Manager Dornin, dated May 14, as 
follows: 

“Our policyholders should stand a portion of 
all losses because the earthquake damaged all 
property and was primarily responsible for the 
conflagration...... Until advised to the contrary 
do not allow the company to be committed on 
any loss, except such as may be handied by com- 
mittees where other companies are involved, un- 
less a discount of 20 per cent. is allowed on the face 
of the policy, without first reporting by letter or 
wire particulars, including the action of other 
companies in this or similar cases and receiving 
our approval.” 


Mr. Dornin held that the opinion 
universally shared by eastern com- 
pany Officials that the earthquake had 


damaged ‘‘all property’? was based 
upon exaggerated telegraphic and 
other reports, including fake ‘‘photo- 
gravhs’’ and ‘‘expert’’ detective re- 
ports designed to ‘‘assist a certain 
class of companies in scaling down 
their claims or denying liability alto- 
gether.’’ He held that adjustment 
should be based upon actual resvlts, 
and where proofs were completed 
showing actual sound value in excess 
of insurance there should be no ar- 
bitrary discount required from the 
face of the policy. He stood he says, 
for ‘‘close adjustment within the 
terms of the policy contracts,’’ ascer- 
taining wherever possible the earth- 
quake damage and measuring the de- 
preciation therefor in the adjustment. 

The National sent Assistant Secre- 
tary Smith to San Francisco to take 
full charge of the adjustments. The 
Springfield left the matter with Mr. 
Dornin. By correspondence with the 
Springfield Mr. Dornin secured a 
modification of its original attitude on 
adjustments. With the National no 
such modification could be secured 
and the resignation followed. 

President Damon of the Springfield 
and President Nichols of the National 
visited the Pacific Coast in company. 
As an outcome the Springfield ac- 
cepted the advice of Mr. Dornin as to 
the manner of making adjustments, 
and publicly announced its opposition 
toa horizontalcut. President Nichols 
confirmed the authority and attitude 
of Assistant Secretary Smith, and Mr. 
Dornin’s resignation was accepted. 
On June 28 Mr. Smith published the 
following statement concerning the 
National’s position: 

‘*We were never pledged to any horizontal 
cut of 25 per cent. or anything of that sort. We 
simply believed, as a practical measure, that San 
Francisco would be more benefitted if it could 
get all the insurance money due it at once on 
such a basis, and have it to use for rebuilding 
and restoring business, rather than await the 


necessarily tedious delay incident to the investi- 
gation and verification of thousands of claims.’ 
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Mr. Dornin’s attitude is further ex- 
plained by his reply toa request from 
Assistant Secretary Smith, not to give 
National claimants ‘‘any instruction 
or advice other than refer them to 
our loss department.’’ Mr. Dornin re- 
plied that claimants have and will con- 
tinue to be referred to the loss depart- 


ment. He could not accede to the re- 
quest not to give ‘‘any instruction or 
advice.’’ Said he: 

‘These men and women are, many of them, 
friends and neighbors, who will look to me 
for counsel as to what they should or should 
not do in perfecting their proofs of loss. This I 
am doing with the Springfield’s claimants and 


will continue to do with my clients holding Na- 
tional policies.” 








LATEST ESTIMATES OF CONFLAGRATION LOSS. 








Lapse of time, like distance, seems 
to lend enchantment to the estimates 
of fire insurance loss involved in the 
San Francisco conflagration. Cer- 
tainly the figures quoted soar upward, 
and in time we shall have the entire 
assets of insurance companies con- 
sumed on paper. There is no doubt 
that the losses, when finally settled, 
will prove materially larger than the 
early estimates made by the compa- 
nies. An eastern company manager, 
familiar with the situation, expects 
they will be $200,000,000. Mr. Hitch- 
cock of the ‘‘Insurance Field,’’ writ- 
ing from San Francisco, estimates 
from information gathered that it 
will be in the neighborhood of $235,- 
000,000, after deducting allowances 
for salvage. This includes, however, 
a large sum which will be borne by 
foreign reinsurance companies. 

Late reports from San Francisco in- 
dicate that adjustments are proceed- 
ing along more normal lines. The 
effort to secure an agreement for a 
flat discount where questions of earth- 
quuke liability were involved having 
failed,—adjustments are now being 
made in the first instance by a group 
of 36 companies who have formed an 
especial adjustment agreement to act 
in concert upon all losses where 
jointly concerned. The balance of 
the companies are acting independ- 
ently and adjusting losses in their 
own way. Discounts are being de- 
manded and received by all compa- 
nies for earthquake damage. 

The early tendency towards liberal 
adjastments on the part of lightly 
affected companies has disappeared. 


The public is beginning to gain an in- 
sight into motives and interests and 
its attitude is more just and normal. 
The hostility of public officials has 
been considerably modified and the 
whole situation seems to be materially 
improved. Outside of San Francisco 
there is seen little disposition on the 
part of the public press to unfairly 
criticise the companies. So far as 
outside business interests are con- 
cerned it is evident their judgment 
will be dictated by a calmer view of 
the situation than is possible in the 
case of San Francisco claimants, whose 
natural disposition is to exaggerate 
losses and to unduly criticise compa- 
nies, 

Indeed the whole trouble in San 
Francisco can be explained by a rec- 
ognition of perfectly natural instincts 
of self-interest on the part of both 
companies andinsured. The insured 
is always disposed, no matter how 
honest his intentions, to inflate his 
loss, and he often does this with the 
distinct belief that to get what he is 
justly entitled to he must inflate his 
claim in the first instance. Upon the 
other hand, itis the natural attitude 
of the companies to suspect this in- 
flation, to question the claim closely, 
to ask what often seem to be search- 
ing questions, protecting themselves 
in ever possible way against paying 
losses which have not actually been 
incurred. 





ENCOURAGING DEPOSIT LAWS. 


Deposit laws in various states are being en- 
couraged by the San Francisco conflagration, and 
it seems likely that a general demand for these 
laws will be revived. 
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Guaranteeing Return Premiums. 








IRRELEVANCES BY THE EDITOR. 











The general practice among insur- 
ance agents of-paying return premiums 
in case of failed companies, in other 
words, guaranteeing the solvency of 
the companies in which they place 
their clients, is likely to diminish as 
the result of the San Francisco fire, 
since agents are here confronted by 
the possibility of wholesale repay- 
ments. There is no reason why an 
agent should guarantee the solvency 
of a company after he has exercised 
his utmost ability and intelligence in 
selecting the companies for his client. 

The agent is not in any sense an in- 
surance company. He is a middle- 
man between the companies and the 
assured, and in the case of a great 
conflagration, like the San Francisco 
fire, the burden upon agents becomes 
so extreme as to show the practice up 
in its most undesirable light. 

Following the usual custom a great 
many agents have paid return pre- 
miums in the case of companies failed 
since the fire, but in many places the 
matter has been handled by agree- 
ment between the agents not to pay 
return premiums, in fact, making ita 
violation of local board rules to do so. 
One rule of this description was passed 
by the Milwaukee Board. It reads as 
follows: 

‘‘In case of the failure or pending 
failure of any fire insurance company 
having outstanding policies issued by 
member of this board it shall be con- 
sidered a violation of the by-laws for 
any agent or solicitor having policies 
in that company to pay over or to al- 
low credit for (either directly or indi- 
rectly) any amount of return premium 
other than such sum as may be actu- 
ally obtained from said company, its 
successor or assigns. 

‘“‘Any agent or solicitor found guilty 
of violating this amendment to the 
by-laws shall be fined $100 for each 
and every offense, each policy so 
treated being considered as a separate 
offense. 

‘‘This amendment to the by-laws to 
take effect from the date and hour of 
its passage.’’ , 


The editor has often thought that he would 
set aside a column or twoin this publication as 
a safety valve for teeming thoughts which have 
no direct bearing upon economic questions of 
insurance—such as farming, golf, sociology, pol- 
itics and possibly religion. Moreover, we are 
not so sure that each and every one of these 
questions does not bear more or less directly 
upon insurance. We have no doubt that our 
readers are interested in some, arid perhaps all 
of these ‘‘side line” questions. The editor at any 
rate would like a medium through which he can 
occasionally blow off steam. Here he is sure of 
a market for his productions. He is bound to 
accept and print his own contributions. 





The editor has reached that period in life when 
he longs to get back to the soil. We presume 
his feeling in this respect is shared by thousands 
of others who have fought and toiled and 
struggled with the world and occasionally 
dreamed of the peaceful quiet of farming life. 
Of course we think of farming in its idyllic state, 
nicely washed pigs with curled tails, haystacks 
rising over night by magic, thriving gardens 
laid out with care and perfect symmetry, horses, 


cows and fowl all feeding and flourishing at the 
bounteous hand of nature. We wot not of the 
toil in the hot sun, early rising in response to 
the demands of hungry cattle, or the minute 
care and attention through the long hours of the 
day in order that these things may not wither up 
and perish. For us the fruits of farming, to 
others we resign the work. 


Nevertheless it is possible for a man who has 
spent some years of his life in business, to be- 
come so possessed of the farming idea as to dig 
inthe ground with his own hands. Golf and 
other sports have heretofore satisfied the editor’s 
demand for physical activity, but this year the 
passion to ‘‘dig” became too strong to resist. In 
a fit of mental fatigue he abandoned his work, 
borrowed some tools of a neighboring granger 
and for the first time in bis life struck deep into 
the bosom of mother earth with an honest and 
determined purpose. The result is modest, but 
satisfying. A day’s labor in digging and plants 
ing and some perfunctory attention has since 
brought to his own tabie and that of his neigh- 
bors during the iast month enough fresh lettuce to 
supply all demands. Gradually he {is eating his 
way through this bed which has shown remark- 
able fecundity. 





It has all been restful and profitable to the 
editor. At any rate he is inspired to further 
effort. Next year he will dig deeper and 
wider. Experience has shown him what he has 
done that was wrong and what was right in this 
small attempt at “intensive” farming. So we 
say to our readers, if you feel like digging, dig. 
Get back to the soil, paw over the earth and see 
if you can produce anything that is worth while. 
After all nothing that man has yet devised 
equals the mysteries and wonders of nature. 
He who appreciates and takes in the pleasures 
of nature is made more satisfied with the 
world’s work which he is compelled to do, and 
is better equipped to master the daily problems 
of business life. 
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POLITICAL ASPECTS OF CONTEST FOR COMPANY CONTROL. 





Policyholders of New York Companies Stirred Up by Agitation—Outside Interests Trying to 
Gain Control Purely on Personal Ground. 


We are passing on to the next scene 
in the life insurance drama which has 
been enacted before the world during 
the past year; namely, the elections 
for trustees of the three great New York 
companies. Sofar as the Equitable 
Life is concerned, there seems to be no 
possibility of contest. Mr. Ryan, ful- 
filling his promise to the Armstrong 
committee, has mutualized the com- 
pany,—notwithstanding the protest of 
the minority stockholders,—to the 
extent of allowing policyholders to 
elect directa majority of the directors. 
The Equitable, in common with the 
Mutual and New York Life, will pro- 
ceed to hold its election this year in 
conformity with the newly enacted 
Armstrong law. 

But so far as the New York and Mu- 
tual Life are concerned, the interest 
in the forthcoming elections is intense 
the situation being that the ‘‘admini- 
stration’’ tickets provided for in the 
law have been prepared by the ex- 
isting managements, while a so-called 
“International Policyholders’ Com- 
mittee’’ claiming to represent the in- 
terests of policyholders in both of 
these companies, is preparing to pre- 
sent opposition tickets. 

This committee is really a very 
unique affair, somewhat anomalous 
in its make-up. Inthe first place it 
seems to have back of it a very deter- 
mined purpose to sweep out of control 
allof those who are at present identified 
with either the Mutual or New York 
Life, and to substitute entire new 
boards of directors who propose to 
change the existing officials. An in- 
teresting fact is that the committee is 
comprised of policyholders in one 
company and not of the other, and of 
some who hold policies in neither 
company. Therefore it is not dis- 
tinctively a policyholders movement 
in the ordinary sense of the term, but 


takes the characteristics of a general 
movement to capture the control of 
these companies for the interests 
which the committee represents. 


Genesis of the Policy-Holders Committee. 


This International Policyholders’ 
Committee grew out of two distinct 
movements antagonistic to the exist- 
ing administrations of the companies, 


one headed by Thomas W. Lawson, 
the well known Boston millionaire 
and financial speculator, and the 


other by Thomas H. Bowles, an ex- 
general agent of the Mutual Life, who 
some years ago endeavored to sup- 
plant the management of the Mutual 
Life and secare his own election as 
president of the company. Through 
the negotiation of third parties these 
two movements have been merged. 
Mr. Lawson and Mr. Bowles, as ap- 
parent forces in the situation have 
disappeared, and the work has been 
taken up by new men, one a New 
York lawyer, Mr. Samuel Unter- 
meyer, who served as counsel for 
James H. Hyde in his contest to re- 
tain control of the Equitable Life, and 
the other Seymour Eaton, who is 
known for his connection with the 
unique scheme of the Book Lovers 
and Tabard Inn libraries. By per- 
sistent canvass these gentlemen have 
secured upon their committee some 
of the best known men in the country, 
mainly, however, lawyers and poli- 
ticians. 

This International Policyholders’ 
Committee proposes to submit before 
the expiration of the time allowed by 
law, September 18, a tieket of direc- 
tors for both the Mutual and the New 
York Life in opposition to that which 
has been prepared and submitted by 
the administration. The policyhold- 
ers will be asked to vote for this 
ticket and every effort will be made 
to secure its election. 
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Forces Back of the Movement. 

The victory will come to the ticket 
which can secure the most proxies, 
for the direct voting is likely to be 
very small. There are nearly two 
million policyholders in the two com- 
panies. It is hardly necessary to say 
that the canvass, if it is carried on in 
the spirit of contest with which itis 
now being conducted, will be lively 
and interesting, not to say costly to 
both parties—or rather, we should 
say to the policyholders, for the 
eventual expenses of the campaign 
upon both sides will come upon the 
policyholders. The movement upon 
either side is not philanthropic nor 
disinterested. The existing admini- 
strations have a healthy. natural and 
perfectly legitimate self-interest in 
desiring to retain the positions they 
occupy. The financial, legal and 
political interests back of the Inter- 
national Policyholders Committee 
have the same moving self-interest in 
securing control, which a political 
party on the outside has in securing 
control of the reins and revenues o: 
government. It is an interesting fact 
that but few of the members of the 
committee are unidentified with na- 
tional or state politics and one of 
these, Cardinal Gibbons, has _ with- 
drawn. Indeed if wasa part of Mr. 
Lawson’s campaign in the first in- 
stance to appeal to the governors of 
the state for their co-operation and 
support, well knowing the pressure 
these men would feel to accept tis 
service even though it were against 
their natural inclinations and real 
judgment. The fact that political 
leaders are so largely represented 
raises the distasteful idea that there 
is a distinctly political flavor attach- 
ing to the whole movement. In fact, 
the course of Mr. Untermeyer and 
his associates thus far has contained 
all the ear marks of a political cam- 
paign. 

The tickets offered by the com- 
panies are comprised mainly of finan- 
ciers and business men and it 


seems to us likely that the ultimate 
choice for the policyholders of these 
companies will be, if two tickets 
are presented to them, between an 
administrtion of their company by a 
board of directors composed of finan- 
ciers and business men or by one com- 
posed largely of lawyersand politicians. 

The campaign of the committee has 
compelled the administrations of the 
two companies to ‘‘perfect’’ their 
tickets and make them as irreproach- 
able as possible. Indeed it has caused 
the elimination of names which might 
otherwise have been placed upon those 
tickets. It is a singular fact, how- 
ever, that the International Policy- 
holders’ Committee this far has placed 
itself in the attitude of accepting none 
named by the administration. Their 
position is that the administration 
ticket complete must be overthrown. 
Again this attitude creates a suspicion 
on the part of thinking men that 
there are impelling motives behind 
the mevement which is lcoking less 
for the men best qualified to serve as 
directors, than the election of a com- 
plete board committed to the policies 
and interests of the International Pol- 
icyholders’ Committee. 

Committee’s False: Attitade. 

If the International Policyholders’ 
Committee were really working—or 
rather the active members of that 
committee — were working for the 
best interests of the policyholders it 
seems to us that they would try to in- 
duce the administration to prepare 
and offer on its own behalf a ticket 
which would be essentially a policy- 
holders ticket. That at least was the 
way the matter was worked out in 
the case of the Equitable Life when 
policyholders’ committees were 
formed in various parts of the coun- 
try. Allof these committees visited 
New York, were represented before 
the board of directors, their sugges- 
tions listened to, and as a result the 
administration cheerfully gave them 
representation upon the board of di- 
rectors. And what is the result. 
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There is today no wasteful and costly 
campaign or contest between differ- 
ent interests to secure control of the 
company. So far as is now known 
the election will peacefully proceed 
and the ticket offered by the admini- 
stration will contain the names of 
men actually suggested by policy- 
holders interests. There is no fight 
upon the part of any outsider to get 
inside and control and secure admini- 
strative positions. 

The false attitude taken by the In- 
ternational Policyholders’ Committee 
has attracted’ the attention of outside 
critics. We find in the ‘‘Outlook,’’ 
whose non-partisan attitude upon 
public questions is perhaps more dis- 
tinctive than any other magazine, an 
article which calls attention to the 
fact that there is no large question of 
general policy to be determined in the 
election of these companies next De- 
cember. The campaign, it says, is 
purely a personal one, the issue being 
which of two sets of men ‘‘equally 
honorable and high minded’’ shall 
control the business of these compa- 
nies. 

The ‘‘Outlook’’ does not think this 
kind of a campaign is likely to prove 
of any benefit to the policyholders; 
that it would be much betterif the 
policyholders committee and the ad- 
ministration were to get together and 
determine upon a _ ticket which is 
jointly satisfactory, thus saving the 
great cost of a double campaign and 
the injury which must inevitably 
come to the corporation from a purely 
personal contest. The ‘‘Outlook’’ 
says: ; 

‘The policyholders’ committee could do noth- 
ing so wise as of their own initiative to invite a 
conference with the present board of trustees in 
the Mutual Life and the New York Life, in an 
honest endeavor to come to some common agree- 
ment as to the personne! of the future adminis- 
tration of the two companies. Nothing could 
do more to re-establish confidence in life insur- 
ance than such an agreement. It is not—cer- 
tainly it ought not to be—an impossible idea, 
and as certainly the initiative must of course 
come from the policyholders’ committee. If it 


is to come from them it must doubtless be 
initiated, not by the men who have organized 


this committee, but by some of those who have 
been invited to serve on this commitiee and 
have accepted the invitation.” 

But the complexion of the commit- 
tee makes it almost impossible to 
hope for such an outcome,—it is so 
distinctly political. Whatever the 
personal opinion of these eminent 
political leaders may be, the fear 
that their position would be impaired 
and distorted and misunderstood in 
the promulgation of a mutually sat- 
isfactory ticket, would hinder the 
bringing about of any such result as 
the ‘‘Outlook’’ has suggested. In one 
way the campaign of the promoters 
of this committee, who have certain 
definite self-interests to advance, has 
been very skilfully conducted in 
bringing into membership mainly 
those who depend upon a somewhat 
fickle public popularity for the posi- 
tions which they hold. 

Upon the other hand we think this 
choice is likely in the long run to re- 
act and stand in the way of the cunma- 
mittee’s success, for the policyholders 
of these companies are as a whole 
pretty level-headed, shrewd men. 
Therefore when itcomes to a choice 
between a ticket comprised of finan- 
ciers and business men and one com- 
prised of lawyers and politicians, it 
seems to us that the choice is likely 
to be emphatically in favor of the 
former. One great cause of criticism 
growing out of the disclosures in life 
insurance was the close relationship 
of these companies to politics, the em- 
ployment of lobbyists, the contribu- 
tions to campaign funds, etc. The 
predominance of legal and political 
interests in this policyholders’ com- 
mittee movement will tend to cause 
the suspicion that there is not to be 
that severance in the relation of the 
companies to politics which the in- 
vestigation showed to be desirable 
for the welfare of the policyholders. 





AGAINST USING RESERVES FOR EXPENSES. 


Insurance Commissioner Host of Wisconsin 
in his report just issued takes a stand against 
preliminary term valuation and ‘“‘select and ulti- 
mate” as a device for taking the reserve for 
expenses. 
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PUBLIC OPINION NOW FIXED AGAINST PRACTICE OF REBATING. 


The recent investigation has pro- 
duced what never existed before, —a 
definite public opinion outside of life 
insurance opposed to the giving of re- 
bates Until then the agitation against 
rebating was almost wholly within 
the business itself. The laws passed 
by the various states were incited 
and promoted by life insurance men. 
This made the progress in reform 
slow and difficult, because there were 
so many who thrived by rebating and 
who were ready to justify it by every 
possible sophistry. 

The situation was really very little 
understood by the general public. 
Those who received the rebate were 
glad to justify it and keep still. Those 
who did not receive the rebate were 
not informed that rebates existed. 
Bat in the limelight of publicity atten- 
tion has been focussed upon this evil. 
One definite suggestion, made by the 
Armstrong committee, and supported 
by public opinion, was the enactment 
of a drastic law against rebating and 
making the receiver of a rebate 
equally guilty with the giver,—apply- 
ing, in sbort, to life insurance the 
same law of ethics as is applied to 
railroads. 

Thus it has come about that the 
position of the men in the business 
who have for years been fighting re- 
bating on grounds both of expediency 
and ethics, is now justified and sup- 
ported by a healthy public opinion. A 
force has been brought into the situa- 
tion which will certainly tend to de- 
crease the practice. 

As stated, the Armstrong committee 
makes the receiver equally guilty with 
the giver of a rebate. The commis- 
sion appointed by Governor Guild of 
Massachusetts to investigate the life 
insurance situation, holds it is a mis- 
take to make the receiver guilty be- 
cause it tends to prevent the discovery 
of those who give. As an evidence of 
how this might work the following 
account from a daily paper of the tes- 


timony given by certain witnesses be- 
fore the investigating committee of the 
Wisconsin legislature is interesting: 





Several witnesses called before the legislative 
insurance investigating committee today took 
refuge behind the statute that permits a witnesS 
to refuse to answer questions on the ground that 
such answer would tend to incriminate, when 
asked if they had received rebates on policies of 
insurance issued by the Northwestern Mutual 
Life Insurance Co. George B. Mayer, president 
of the Mayer Boot & Shoe Co.; Otto W. Pagel, 
cashier of the Pritzlaff Hardware Co,and Wil- 
P. Jahn, were the witnesses who declined to tell 
whether they had received money or other valu- 
able returns on policies they bad taken out or 
negotiated. 

Mr. Pagel had been a sub-agent, employed by 
the assistant general agent of the Northwestern 
Mutual. He said he had confined his activity as 
an agent for the most part to fellow employes 
of the Pritzlaff company, but admitted that he 
had written some others. 

“Did you write a policy for Fred C. Pritzlaff?”’ 
asked James L. O’Connor, attorney for the com- 
mittee. 

**Yes, sir, about four years ago I wrote a _ pol- 
icy for Mr. Pritzlaff for $25,000. It was a 20-year 
Tontine policy and my commission was 50 per 
cent.” 

‘* What did you do with the commission ?” 

Pagel did not answer, but sat staring vacantly 
at Mr. O'Connor, his color coming and going, his 
fingers twitching nervously for a painfully long 
interval. Then E. A. Bottum, attorney, who 
had entered the room while Pagel was deliber- 
ating, interposed and requested the committee 
to advise the witness that he need not answer if 
he felt that his answer might subject him to 
prosecution for a crime. 

James A. Frear, the chairman, advised Pagel 
that the statute allowed him to refuse to answer 
on the ground that he might incriminate himself, 
as requested, and, after a whispered conference 
with Mr. Bottum, Pagel declined to say what he 
had done with the commission. 

“You decline to answer on the ground that 
you might incriminate yourself?” asked Mr. 
O’Connor. 

‘Yes, sir,” replied Pagel in a low voice. 

William P. Jahn, a policyholder, was called 
to the stand and asked if had received any re- 
turn on a policy of insurance for $10,000 issued 
by the Northwestern Mutual through the agency 
of Otto W. Pagel, the previous witness. Jahn 
succeeded in avoiding the extemption statute for 
some time, but at the end he too availed himself 
of his statutory privilage. 

‘Did Mr. Pagel pay you any money or show 
you any favor in consequence of writing your 
policy; ?” asked Mr. O’Connor. 









































Journal of Insurance Economics. 85 








‘¢ No, sir.” 
“Didn't you find money or a check on your 
desk which you could not account for?” 


‘‘ No, sir.” 
‘‘ Now, Mr. Jahn, did you ever receive anything 
directly or indirectly, from anyone on account 
of the money you paid for that policy except the 


policy?” 

Jahn showed signs of distress, and Chairman 
Frear interposed and advised him of his rights. 
After some hesitation Jahn declined to answer. 

It is undoubtedly true that by mak. 
ing the receiver of a rebate equally 
gailty, a usually essential witness to 
conviction is excluded. Nevertheless 
we believe the law making both the 
receiver and the giver guilty to bea 
sound one, simply because of the in- 
controvertible fact that both are 
equally guilty. No question of exped- 
iency in making one witness to the 
crime immune can really be advanced 
as a reason for making the receiver 
less guilty than the giver. The detec- 
tion of the crime must be brought 
about in other ways. 

That the receiver of a rebate is 
criminally liable under the law is 
likely of itself to be the greatest de- 
terrent. The law making the giver 
guilty Las certainly deterred many 
insurance men from giving rebates. 
There is no reason why the knowledge 
on the part of the insured *that he is 
criminally guilty in accepting a re- 
bate may not deter him from doing 
so. In the case of railroad rebates 
both the receiver and the giver area 
guilty and convictions have been se- 
cured against both, heavy fines and 
imprisonment being imposed. If it 
is possible to secure a conviction in 
the case of railroad rebates, it ought 
to be in the case of life insurance re- 
bates. One or two convictions would 
cause any purchaser of life insurance 
to think twice before making himself 
criminally liable under the law. 

One of the strongest evidences of 
progress in the morals of mankind is 
the growing opposition to discrimi- 
nation,—the giving of benefits in trade 
to one man which are not enjoyed by 
others. More and more we demand 
equality of opportunity. This healthy 


rule is defeated by discrimination of 
any kind which enables one person to 
procure the benefits and necessities of 
life at less cost than another. 





REACTION IN PUBLIC OPINION. 


There seems to be some reaction against the 
demand that everybody acting contrary to a 
public opinion created by the yellow press shall 
be put in jail. What is needed after all, in the 
current agitation in connection with life insur- 
ance, railways, packing-houses and trust combi- 
nations, is the taking of higher moral standards 
in business conduct, and not the universal 
punishment of those who have lived up to the 
standard of their times and environment. For 
if we begin to punish for these alleged crimes 
we might eventually find that we were all keep- 
ing each other company behind barred windows. 

This idea is very suggestively put by the New 
York ‘*Times” which says that ‘‘a universal dis- 
closure of the sins, private, semi-public, or pub- 
lic conduct, and the infliction of due punish- 
ment, would convince the country that it is 
short of jails.” 

Referring to the public demand that President 
Cassett of the Pennsylvania Railroad should be 
put in jail because of irregular practices among 
his subordinates, of which it is claimed he 
should have had knowledge if he did not, causes 
the ‘‘Times” to suggest that if we are going back 
to the root of the responsibility for these vari- 
ou: evils, we might find that the public ofticials 
selected by the people to administer the laws are 
primarily responsible and that likewise should 
be supported for a fixed period at public ex- 
pense. 

But the ‘-Times” carries its analysis and rea- 
soning even further than this, for it says that 
the public ought to ‘‘be reminded that the re- 
sponsibility for all this flood of wrong doing ts 
pretty widely distributed...... The people 
themselves have their share of responsibility in 
that they have let themselves be oppressed and 
cheated and have been foolish enough to elect to 
public offices servants who are unwilling or 
unable to accord them due protection. Inas- 
much as everybody cannot go to jail a pretty 
general confession of sins and hanging of heads, 
to be followed by virtuous resolves, would pro- 
mote the public welfare.” 





A NEW KIND OF GAMBLE. 


During the investigation much was said 
against the “gambling feature” of investment 
insurance. One Boston paper particularly 
strong in its “‘denunciation,”’ is now increasing 
its circulation by offering prizes amounting to 
$50,000 to certain persons who shall receive the 
largest number of votes. The ballots for these 
votes can only be secured by subscriptions to 
the ‘“‘Herald.” These go to make up the $50,000 
fund, and the people who pay them contri- 
bute to the ‘*pool” which will be divided between 
the ‘‘select and ultimate” few. If this is not in 
its essence a lottery prohibited by national and 
state laws, it comes pretty near it. We move 
for an “‘investigation” of the daily press. 
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HEAVY INCREASE IN LAPSES IN 1905 COMPARED WITH 1904. 





The report of the New York Insur- 
ance Department, just issued, shows 
that the total ordinary business writ- 
ten by the companies authorized in 
that state in 1905 was considerably 
less than in the previous year, while 
terminations.for various causes were 
considerably more. The record for 
the year 1905 shows as follows: 

New York Other State 


Companies. Companies. 
Policies issued 597,379 420.338 
Insurance issued $966,848,898 $766,252,613 
Policies Terminated 430.250 226,909 


Insurance Terminated $766,252,613 $410,519,413 

This record shows that all companies 
doing business in New York State 
wrote $151,724,000 less insurance in 
1905 than in 1904, and that the total 
terminations were $98,548,000 more 
in 1905 than in 1904. These facts set 
forth in the department report, signed 
this year by the new superintendent, 
Otto Kelsey, (who, by the way, re- 
frains entirely from comment upon 
the current facts and conditions of 
life insurance) have been taken up by 
the daily press as the basis for news 
and comment, and the facts cited as 
showing the widespread effect of the 
**disclosures.’”’ 

The superintendent’s report, how- 
ever, does not indicate the facts as 
they actually are. The losses of busi- 
ness fell almost entirely upon the 
New York companies against which 
the fire of the daily press was so con- 
stantly directed, while the insurance 
written by other state companies actu- 
ally increased. We set forth this 
point in a table published in the 
April number of the Journal, showing 
the comparative results of New York 
and other state companies separately 
classified. While New York compa- 
nies decreased in new “‘paid-for’’ busi- 
ness in 1905 $151,650,000, other state 
companies increased their writings 
$47,692,000. 

There is one line of comment in the 
daily press upon the results set forth 
in Superintendent Kelsey’s report 


which impresses us as being distinctly 
tinged with Phariseeism. It will be 
recalled how insistently the press set 
forth the sensational disclosures and 
either omitted altogether, or mini- 
mized to the lowest point, all refer- 
ences to the security and solvency of 
the companies, unless indeed such 
statements appeared in paid advertise- 
ments orin ‘“‘dollar a line’’ reading 
notices. Among such offenders is re- 
called the ‘‘Boston Herald.’’ Now we 
find that paper shedding copious tears 
on behalf of the policyholders. It 
Says: 

No small proportion of the lapses were attri- 
butable to the insurance exposures. The peo- 
ple feared for the safety of their money, although 
there was absolutely no evidence whatever that 
the solvency of any of the insurance companies 
was in question. The companies are safer today 
than before, and the limit of folly is shown by 
the policyholder who loses all that he has already 
paid in by permitting his insurance to lapse, 
benefiting in that way the company by decreas- 
ing its liabilities. 

The policyholders whole informa- 
tion and their incentive to act grew 
out of the picture drawn by the daily 
press. The tide of lapses might have 
been stemmed had the press been will- 
ing to set forth, without pay und 
with equal prominence, the financial 
solvency and securityof the companies 
concerned. 

The ‘‘Herald”’ is incorrect in saying 
that the policyholder who lapses ‘‘loses 
all that he has already paidin.’’ The 
probability is that the policies lapsed 
contained the modern cash surrender 
value and that the retiring policy- 
holder carried with him his entire 
equity in the reserve, less the surren- 
der charge. Therefore while the laps- 
ing policyholder may decrease the 
company’s liability, the assets are at 
the same time decreased. 

We donot recall that the ‘‘Boston 
Record’’ was very strenuous in pre- 
venting the possibility of lapses. Now 
we find it saying that: 

The policyholders who threw up their hands 
have only themselves to blame if their act brings 
distress upon them. It was pointed out over 
and over that the exposures did not affect the 
solveney of the companies, and that their 
management would be benefited by the house- 
cleaning. 
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It was pointed out over and over 
again that the exposures did not affect 
solvency, but not by the daily press 
except as somuch per line. There are 
evils in the daily press as far-reaching 
as any which have existed or do exist 


in life insruance or any other business. 
Some day we believe the exposure of 
its corrupting side will come. A com- 
mercialized press is just as dangerous 
to the liberties of the people as other 
factors in modern life. 








WILL OUTSIDE COMPANIES USE NEW YORK STANDARD POLICIES. 








Since the Journal’s last issue when 
it discussed the question of outside 
companies complying with the Arm- 
strong Jaws of New York, a new ques- 
tion has arisen which may cause some 
friction. The Section requiring stand- 
ard policies, applied by its terms only 
to domestic companies; but Vice- 
President Fiske of the Metropolitan 
Life, who is also a very shrewd law- 
yer, has discovered that Section 29 of 
the old code, requiring outside compa- 
nies before being licensed to agree not 
to issue in New York any kind of pol- 
icy or do any kind of business not al- 
lowed todomestic companies, is still 
in force. He contends that this unre- 
pealed law compels outside compa- 
nies to issue the same policy as do- 
mestic companies. To test the ques- 
tion two outside companies addressed 
the insurance department of New 
York upon the matter, which obtained 
from the attorney general an opinion 
that the law requires outside compa- 
nies to issue the standard policies. 

The original intent of the Arm- 
strong committee was to have all pro- 
posed legislation applied to all compa- 
nies. Afterwards its ideas were mod- 
ified and the final intent was that no 
restrictive law should apply to outside 
companies except that limiting ex- 
penses. This intent may be defeated 
by the neglect to repeal Section 29. 
If the ruling of the attorney-general 
stands, outside companies may have 
to use standard policies in New York 
if they remian. 

The main difficutly arises with 
Massachusetts companies which are 
required by law to issue a policy with 


cash values. The New York law pro- 
vides only for paid-up insurance. If 
Massachusetts companies should issue 
the standard forms in New York or 
elsewhere, they would, apparently, be 
in conflict with Massachusetts law. 
If they remained in New York and 
issued policies required by Massachu- 
setts law, they would, apparently, be 
in violation of New York law. 

The question, however, should not 
be troublesome for Massachusetts 
companies. No doubt some way will 
be found by which the situation can 
be adjusted. In any event it really 
does not concern the companies, but 
rather the insurance departments and 
the legislatures of New York and 
Massachusetts. The companies are 
creatures of law and subject to the 
law. All that is required is that they 
shall do their best to comply with the 
laws of states where they wish to do 
business. If they wish to continue in 
Nev: York and arecompelled by Mass- 
achusetits to issue cash value policies, 
and New York ejects them if they 
issue that policy, then it simply opens 
up a war of reprisals between the 
states. 

Massachusetts companies, indeed all 
outside companies, can afford to await 
the issue with calmness. We believe 
that outside companies desiring to 
operate in New York willcontinue to 
do so after January 1 next and will 
issue the policy which controlling 
laws require. The legal questions in- 
volved will be settled by the authori- 
ties having jurisdiction. 
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WOLFE’S INVESTMENT DIRECTORY. 


That extremely valuable publication, the only 
one of its kind, the Investment Directory, com- 
piled by S. H. Wolfe and published by the In- 
surance Press of New York, has been issued for 
1906 and contains the classified investments of 
399 insurance companies. This publication is 
particularly appropriate at this time owing to 
the attention which has been directed toward 
life insurance investments. Speaking of this 
fact, Mr. Wolfe, in his introduction says ‘tone 
fact stands out boldly. No other financial insti- 
tution would have withstood the shock of these 
attacks so successfully. The cause for this con- 
dition may be ascribed to the fact that, while 
criticisms have been made in some cases of the 
manner in which securities were purchased, no 
fault has been found with the investments 
themselves which are in securities absolutely 
‘gilt-edged.’ ” 

The Investment Directory this year has added 
features of value and is a volume indispensable 
to all concerned with the investments of insur- 
ance companies. 


PUBLIC ACCOUNTANTS. 


The “Chronicle” objects to the recommenda- 
tion made by the Massachusetts commission in 
favor of an independent auditing of insurance 
companies by certified public accountants, and 
says “One can readily see why this would be a 
bonanza for accountants; also that it will prove 
costly to insurance companies...... The pass- 
age of such a law will open up channels for sys- 
tematic, continuous graft, equalling, if not excel- 
ling some of the obnoxious exposures.” 

This is not the impression we get in regard to 
this novel recommendation. Indeed the idea 
seems to us a very worthy one. During the 
recent disclosures the editor of this magazine re- 
ceived a very distinct impression that such out- 
side examinations would be very beneficial, and 
give to policyholders a satisfaction and an assur- 
ance which they could not receive in any other 
way. 

At that time, however, we had in mind the 
employment or designation of expert account- 
ants to make these audits on behalf of the policy- 
holders. The plan of the commission is to have 
these audits made compulsory upon the com- 
panies by law, the work to be done by account- 
ants properly certified by a department in 
charge. We see no objection to this, except 
upon the time honored argument of government 
interference; but most people now consider that 
government interference is justified wherever it 
is necessary. 

We look at this matter from the standpoint of 
the policyholder. Of course as editor of the 
Journal we have information regarding insur- 
ance companies, and methods of studying their 
accounts by which we can judge of actual con- 
ditions and the trend of managerial control. 
This is not true in the case of the average policy- 
holder. It seems to us that an independent 





accounting would act as a healthy check and 
would be welcomed by any honest company. 
Indeed the managers of some of the companies 
already make a practice of having an independent 
aecounting made by their policyholders. 

It is possible that accountings made in the 
manner suggested by the commission will lead 
to some graft and corruption, but so would any 
plan. The value of these accountings will 
depend entirely upon the ability and character 
of the men who makethem. Many of the points 
for which life insurance companies have recently 
been criticised, would have been avoided, in our 
opinion, had there been some system of inde- 
pendent accounting. 





“TWO MONUMENTS.” 


The late John A, McCall left two great monu- 
ments to his momory. One was the great com- 
pany itself of which he took charge in 1892 and 
in fourteen years trebled in its capacity of benefi- 
cence, leaving it sound, solvent and beyond the 
power of politics, governmental and financial, to 
overturn while he lived. The second monument 
was unveiled in the Probate Court of New York 
last Thursday when sworn appraisers declared 
the total value of the estate he left to be $40,385. 
This is a monument to John McCall’s personal 
integrity. The very smallness of it makes it 
pierce the sky to his honor. For, if he had been 
an unscrupulous or a dishonest man, he might 
have left millions of ill-gotten gain. Earning a 
hundred thousand a year he spent it on his 
family, relying upon his own business of life in- 
surance for ultimate protection. His life was 
insured for $400,000 and if he had been less 
scrupulous he would have left that amount for 
his family. But, on his death-bed he sacrificed 
that to realize cash to carry out pledges that he 
thought he owed to his company and his trusted 
employes. He did not take even his life insur- 
ance from the great company he had served with 
such conspicuous ability, fidelity and devotion. 

Of all those attacked by the virulence of scan- 
dal and sensational excitement in the upheaval 
of 1905 the name of John A. McCall rises serene 
and triumphant as that of a clean handed and 
honest man who suffered for the methods of 
his time but not of his making.—‘‘Insurance 
Field.” 





AS IT SHOULD BE. 


A press dispatch from New York says :— 
‘Realizing that little or no financial assistance is 
to be expected from trusts and eorporations, 
Representative James S. Sherman and his asso- 
ciates on the Republican national! congressional 
committee will begin tomorrow the mailing of 
many thousands of letters to republieans in al) 
sections of the country, asking them to contri- 
bute $1 each to the campaign fund.” 

This puts it up to the individual voter and the 
results will demonstrate how sincere the Ameri- 
can public has been in its condemnation of cam- 
paign contributions. We hope Journal readers 
be they republicans or democrats will do their 
part toward making their party campaigns effec- 
tive. 
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TWO VIEWS OF THE ARMSTRONG INSURANCE INVESTIGATION. 





Now that the excitement caused by 
the recent life insurance agitation has 
ina measure subsided, and the un- 
settled feeling and opinion within the 
business itself partially restored, there 
are two pieces of life insurance litera- 
ture produced as the result of that 
agitation which we should like to re- 
call to the attention of the readers of 
this magazine. The one is portions 
of an address delivered by Charles E. 
Hughes, counsel for the Armstrong 
committee before the Life Under- 
writers’ Association of New York, 
May 22; the other isa portion of an 
address delivered by William C. John- 
son before the Boston Life Under- 


writers’ Association. Mr. Hughes 
sneaks from the standpoint of one 
chiefly instrumental, perhaps, in 


bringing about the reform legislation 
passed in New York. Mr. Johnson 
was chiefly instrumental in securing a 
modification of the legislation origin- 
ally recommended. Mr. Hughes on 
the one hand speaks with discrimin- 
ating praise of the committee’s work ; 
Mr. Johnson on the other with dis- 
criminating criticism. The testimony 


is valuable anda careful reading of 
both statements will, we believe, help 
to bring about that balance of opinion 
in life insurance circles so necessary 
to the resumption of normal condi- 
tions and healthy progress. 





MR. HUGHES’ DEFENCE OF 


THE COMMITTEE’S WORK. 





Mr. President and Gentlemen of the 
Life Underwriters’ Association: It is 
a great pleasure to meet with this 
company of indomitable optimists. 
When, a few months ago, the Legisla- 
tive Committee undertook its task, we 
had no idea what the result would be. 
What has been disclosed was bound 
some day to be disclosed, and the 
abuses that existed demanded atten- 
tion and rectification. I shall not 
speak tonight of the wider influences 
of the investigation, of the quickening 
of the sense of fiduciary obligations, 
nor of the emphasis that has been 
justly placed upon the important stan- 
dards of business probity. But, look- 
ing at the life insurance business in 
particular, we find that attention has 
been given in a marked and proper de- 
gree as a result of the investigation to 
the interests of the policyholder. 


Control Should Not Be Selfish. 
Fundamentally, the question has 
been presented as to the proper con- 
trol of our great life insurance com- 
panies. Our great mutual life insur- 
ance companies, according to the law 


of their being, are not autocratic or 
oligarchic; they are democratic; and 
nothing is of greater importance than 
that every one connected with the ad- 
ministration of a mutual company 
should realize first and always his re- 
sponsibility to the policyholders, who 
are the benefisiaries of bis work. 

It has been forgetfulness of that re- 
sponsibility and a sense of autocracy 
and of despotic power which has cre- 
ated the evils which it has been the 
endeavor of the legislature to end. It 
is not desirable that there should be 
continued agitation with regard to 
those who shall be charged with the 
responsibility of management. It is 
far from desirable that an Opportun- 
ity should be given to any persons 
who have simply selfish interests to 
obtain control of these vast accumula- 
tions and these important interests; 
but it is desirable that those who con- 
du‘t these businesses should always 
act, being in fact as they are in the- 
ory, the ministers of the members, the 
servants of the policyholders, ap- 
pointed to carr} out the just wishes of 
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the policyholders; owing their places 
to the choice of the policyholders, and 
knowing no master and no motive but 
the true interests of the policyholders. 

Now, gentlomen, the people demand 
and will insist upon economic admin- 
istration. The interests of the life in- 
surance agents must square with the 
just rights of the policyholders. The 
cost of obtaining new business must 
be measured by what reasonably can 
be expended for that purpose. It is 
idle to inveigh against it. Itis fatu- 
ous to oppose it. The people demand 
it. And that reform hascome to stay. 
And I think it will be found that the 
conservative agent who writes busi- 
ness that remains upon the books, 
that the man who has the confidence 
of his constituency and obtains the 
right sort of risks, will be the gainer 
and not the loser by the legislation 
that has been enactcd. 

An improper stimulus to the writ- 
ing of business, causing an excessive 
rivalry between companies with the 
tendency to place emphasis on mis- 
leading totals, only causes in the end 
a reaction, inevitably brings about 
lurge losses of business and entails ex- 
penses, which, from a proper point of 
view, the company cannot afford to 
meet. 

When you find a company writing, 
in five years, one billion four hundred 
million of insurance, and you find that 
it hus paid its policyholders, through 
matured policies and surrenders, in 
the same period, about $160,000,000, 
and you find that at the end of the 
period its total insurance in force has 
increased only $700,000,000, you know 
there is something wrong. There is 
nothing to be made that is of substan- 
tial benefit to the policyholders by ef- 
forts to get business which does not 
stay—business which should not be 
written—and to he consonant with 
the interests of the policyholders it is 
necessary that good business should 
be obtained at a reasonable cost. 

Limitation Of Business. 

It would not be proper for me, with- 

in the limits of such a talk as this, 


to attempt to deal in detail with 
the various remcdies that have been 
provided for by enactments to ac- 
complish the desired result. It has 
been deemed Wise to limit the amount 
of business which may be written by 
certain companies whose business has 
already reached a very high figure. 
It was deemed wise because those in- 
stitutions had already grown beyond 
the point which many conservative 
students of life insurance affairs 
thought proper as the limit of their 
growth in years gone hy. The pro>- 
lems of investment, of management 
and control, indeed, many of the prob- 
lems which are inseparable from the 
business of these institutions, would 
become almost insoluble if they grew 
to a much larger extent. 

It was said in the report of the In- 
surance Committees that it was deemed 
impracticable to prescribe details of 
expenditures, and so it was. I have 
no sympathy with a desire to go into 
the amount to be paid. But in order 
that there might be some proper re- 
striction, it was important, that some 
limit should be placed upon first year’s 
expenses; that some limit should be 
placed upon total expenses, and that 
while the greatest freedom should be 
given to the companies within these 
limits, there should be limits fixed 
which should not be transcended. 

It was sufficiently shown that unre- 
stricted competition brought various 
abuses, and such is the activity and 
the energy, such is the zeal of life in- 
surance men, that competition was 
almost certain, if left free, to repro- 
duce, perhaps on a smaller scale, but 
still to reproduce, many of the evils 
which demanded remedy. Now, one 
restriction might seem hard in the 
case of one company which another 
company would hardly feel. One line 
of protection to policyholders might 
seem adequate in one case and in an- 
other case amount to nothing. The 
Legislative Committee went over the 
ground most carefully. It considered 
all the sugges'ions that were made, 
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and it laid down certain rules which 

it believed to be wise, and I think that 

time will show that they were wise. 
Renewal Commissions. 

In connection with renewal commis- 
sions, it was necessary to say some- 
thing as to amount, for the reason 
that otherwise there would have been 
the readiest means of evading any 
provision that might have been made 
with regard to first year’s expenses. 
But even there, there was flexibility, 
so that there could be a commutation; 
and the time was fixed during which 
renewal commissions could run so as 
to allow for all the real service that 
an agent could render in looking after 
the maintenance of the business. 

Annual Accounting And Publicity. 

In addition, there have been certain 
remedies proposed for the purpose of 
insuring accountings—annual ac- 
countings—annual distributions, and 
full publicity. It is a misfortune 
that while the department of insur- 
ance was in its actual work paying at- 
tention to questions of solvency almost 
exclusively, reports should have gone 
out which gave the impression that 
they were also supervising questions 
of administration. 

Now, it is important that what the 
insurance company does, affecting as 
if does so many interests, should be 
done in the light of day. That we 
should have reports which do not 
simply give general totals that defy 
analysis, but such a statement of what 
has occurred that a man who is expert 
in the business can put his finger upon 
the vice in administration, if any ex- 
ists. That we should have'not simply 
the amount of business done, the 
amount of business gone off the books, 
certain general results for the year, 
but a proper making up of items of 
profit and loss, so that the real insur- 
ance gains will be disclosed and tested. 
It is important that the policyholders 
should know something of the quality, 
as well as the quantity, of the busi- 
ness, and if nothing has been done in 
the investigation but to transfer in- 


terest to questions of quality from 
those of quantity, much has heen ac- 
complished. 

In many respects the legislation 
that was adopted was limited in its 
effects to our New York companiey. 
It was thought inadvisable, where it 
Was not imperatively necessary, to 
compel, or to seek to compel, compa- 
nies chartered in other states to con- 
form in all respects to what the legis- 
lature of this state deemed wise with 
reference to its own companies. 

I believe thut under this legislation 
and a wise administration of the in- 
surance department, the New York 
companies should be the best in the 
world. I would rather take insurance 
in a New York company compelled to 
transact business under these restric- 
tions than in any company not so re- 
stricted; and I believe that will be the 
sentiment of the people of these 
United States. We wish nothing but 
good for the insurance business of 
this country. We wish nothing but 
good for the companies of other states 
and for our own companies. We wish 
no unfair advantage fer the compa- 
nies that are chartered by the state 
of New York, but it has been in- 
tended that the companies that are 
chartered by this state, where the 
state is responsible for the good con- 
duct of their business, that those com- 
panies should be compelled to do busi- 
ness under such restristions, and on 
such conditions, as to protect the in- 
terests of the policyholders. 

Seek A Good Foundation. 

And I believe that this wil! be the 
general sentiment, and that in the 
main there will be similar enactments 
in other jurisdictions. For, as I come 
in contact with insurance men repre- 
senting companies that are not New 
York companies, and with those that 
are influential in legislation outside 
of this state, I find the same senti- 
ment that imbues the men who are 
here tonight, and that sentiment is: 
‘‘We want this business established 
upon a foundation secure beyond per- 
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adventure; we want the people to 
know that it is being conducted with- 
out any of the abuses that formerly 
existed; we want the good things 
about life insurance to stand out; we 
want everything that is bad to be dis- 
posed of and ended.’’ And that senti- 
ment is sure to appear in proper meas- 
ures of legislation wherever the ques- 
tion comes up for discussion. 

We have been fortunate, despite the 
extravagances that have been dis- 
closed, despite the evils that have 
been seen, in having great solvent in- 
stitutions brought under our observa- 
tion. We have had great companies 
exposed to close and unsparing an- 
alysis, only to find that their solidity 
was as the rock of Gibraltar. It has 
been said, and was said frequently in 
the courts of investigation, ‘‘ You are 
not paying much attention to the 
good things of life insurance.”’ 

Read the report of; the Insurance 
Committee. You will find in that re- 
porta statement of the increase of 
business, of the assets, of the liabili- 
ties, of the reserves, of all those mat- 
ters which enter into a proper consid- 
eration of their true standing. But I 
tell you, gentlemen, when a physician 
is performing an operation which is 
imperatively demanded, he has no 
time to indulge in beautiful discourses 
about the general health and appetite 
of the patient. 

But now that the operation has been 
performed, there is no hesitancy but 


great pleasure and pride in stating,— 
as appears from the report of the 
committee,—that the questions that 
havo been discussed were not those 
which affected solvency, but those 
which affected administration. Not 
that the one should be emphasized for 
the purpose of obscuring evils in man- 
agement, not that one, as has been 
the practice in the past, should skulk 
behind enormous aggregates of busi- 
ness and assets to conceal corruption. 
No! That there should bea fair un- 
derstanding of the prosperity and the 
solidity of the companies on the one 
hand, and unsparing condemnation 
of what was wrongin their manage- 
ment on the other hand. 

I believe that we are entering upon 
a new era in connection with this 


business. No one can exaggerate its 
importance. No one knows better 


than I how vital itis to the interusts 
of our great population, and that por- 
tion of the population, the middle 
classes, upon which thecountry really 
depends. 

I believe most confidently that what 
has been done bas not been destruc- 
tive, but constructive; that the emo- 
tion and excitement which have been 
stirred up has been converted intoa 
power for the correction of evil, and 


that from now on you gentlemen who 
have devoted your lives to the life in- 
surance business may work with a 
confidence and a pride and a satisfac- 
tion in your efforts that hitherto you 
have never been able to experience. 








MR. JOHNSON’S TEST OF THE ARMSTRONG INVESTIGATION. 





The judgment of the moment ex- 
cited and prejudiced as it has been, 
has attached a capability to the Arm- 
strong committee and a value to its 
work, which are out of all proportion 
to the facts. Noteven the stress of 
the times should prevent the trained 
mind from sanely testing the character 
and judgment of the committee by 
those standards which would prevail 
in an era of calmness and sanity. So 
tested the work of the committee must 


be regarded as partial and incomplete. 
It was appointed by the legislature of 
New York: 


To investigate and examine into the business 
and affairs of life insurance companies doing 
business in the State of New York, etc.,with ref- 
ence to the investments of said companies, the 
relation of the officers thereof to such invest- 
ments, the relation of such companies to sub- 
sidiary corporations, the government and con- 
trol of said companies, the contractual rela- 
tions of said companies to their policyholders, 
the cost of life insurance, the expenses of said 
companies and any other phase of the life in- 
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surance business deemed by the committee to be 
proper, for the purpose of drafting and report- 
ing to the next session of the legislature such a 
revision of the laws regulating and relating to 
life insurance in this state as said committee 


may deem proper. 

This purpose has never been ful- 
filled. The committee did not in any 
sense investigate the business of com- 
panies doing business in life insurance 
in New York. It devoted itself to an 
investigation of evils which had at- 
tached themselves to the managements 
of a few companies, and it ceased its 
work with a view of the situation 
naturally biased and incomplete, with 
practically no knowledge of the busi- 
ness and certainly with no real fa- 
miliarity with the character and 
operations of the majority of the com- 
panies doing business in New York 
State. They were so busy looking 
into the results of the high-pressure 
methods of the companies of their 
own state that the merits of life in- 
surance administration as a whole es- 
caped theirattention. They naturally 
came from their task with distorted 
vision, and with minds so poisoned 
that sane and reasonable recommenda- 
tions could hardly be expected from 
them. 


Praise for Counsel Hughes. 

The one redeeming feature of the 
investigation was the recognized in- 
tegrity of purpose of the committee's 
legal advisers, and it must have been 
the hand of its counsel which penned 
the following lines taken from the 
recommendations of the committee to 
the legislature: 

The committee deems it inadvisable to .rec- 
ommend that the legislature attempt to pre- 
scribe the expenditures of insurance corpora- 
tions. The legislature cannot undertake the 
management of the business. In seeking to 
secure economical administration it should not 
overstep the line which divides suitable state 
supervision from an utterly impracticable effort 
to prescribe details. The legislature should aim 
to permit freedom of management subject to 
general regulations and complete publicity. 

The committee does not recommend that the 
rate of commissions be prescribed by iaw. 
Whether a company should pay a salary or a 
commission, whether it should pay a so-called 
brokerage commission, or an initial commission 


supplemented by reasonable renewals, are de- 
tails of management which should be left to the 
decision of the directors. 


This advice to the legislature, given 
over the signature of every member 
of the Armstrong committee, is excel- 
lent. The principles laid down are 
sane and sound. Did they act on 
them? Notatall. Itisnot the prov- 
ince of the legislature, they say, to 
fix rates of commission, and then they 
proceed to prepare and press through 
to final passage bills which do fix, by 
a hard and fast rule, the compensa- 
tion to be paid agents, bills which 
name, not only the percentage of re- 
newal commission which can be paid, 
but the period during which it is pay- 
able. They say the state should not 
interfere in the details of manage- 
ment, and forthwith they see to it 
that it does so interfere in connection 
with that most intimate detail of its 
management—the compensation it 
shall pay its own employees. 

Departure From Broad Principles. 


The committee lays down broad 
principles, and then, with a failure 
to translate principle into practice 
which is characteristic of superficial 
minds lacking in real knowledge, they 
without substantial familiarity with 
the effect of what they are doing to the 
business as a whole, proceed to restrict 
all the companies, not only in what 
they shall pay for new business and 
what they shall disburse for total ex- 
penses, but even as to the kind of insur- 
ance policies they shall issue, the 
amount of surplus they shall maintain; 
the method under which they shall! dis- 
tribute their dividends; the volume 
of business they shall issue; the kind 
of securities in which they may invest 
their funds, etc. 

Every reform sought could have 
been enforced by legislation along 
fundamental lines—by requiring the 
most complete publicity and by exact- 
ing such a detailed accountability 
every year, both to the state and to 
the policyholders, that hereafter com- 
petition in life insurance would have 
been directed, not toward growth or 
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size, but toward efficient economy and 
a reduction in the cost of insurance. 
The committee, however, could not 
stop with sound provisions for pub- 
licity and accountability, but must 
needs go on and erect barriers around 
almost every feature affecting the 
conduct of the business, so restrictive 
in nature that insurance men will 
never be able to disassociate the good 
that may follow their sensible recom- 
mendations from the harm which will 
be done by their unsound limitations 

The committee will doubtless ask to 
be judged by the character of the bills 
as finally passed by the legislature 
after it had heard and heeded the ob- 
jections and advice of truined insur- 
ance men. This privilege can hardly 
be granted them, for, speaking in par- 
ticular of the laws which affect the 
insurance operations of the compa- 
nies, insofar as they contain unsound, 
injurious and unscientific restrictions, 
they represent an adherenco by the 
committee to its own views; while to 
the extent that they are sound and 
reasonable, it is largely due to the 
adoption of the suggestions and rec- 
ommendations of the insurance men 
who appeared before them. 


Real Test of Capabilities. 

The capability of Mr. Armstrong 
and his associates must be weighed, 
not by the final result, to which others 
contributed and which is even yet far 
from perfect, but by the bills which 
they originally presented to the legis- 
lature. If you will judge them by 
that standard I need say little more. 
The plain business man can form his 
own opinion upon simply recalling 
that they seriously proposed to legis- 
late the insurance companies into a 
position of unsoundness and insecur- 
ity by limiting the surplus which the 
largest companies could muintain to 
but 2 per cent. of their total assets, a 
margin so small that insolvency would 
necessarily have followed the next 
period of financialstringency. Insur- 
ance men in turn may base their judg- 
ment upon the fact that the commit- 


tee earnestly urged the adoption of a 
standard of agency expense which in 
the opinion of every insurance expert 
in the land would have practically 
destroyed the agency organizutions 
of all the companies, and put a stop 
to the writing of new business. 

Insurance men have not been be- 
lieved during the past few months of 
insurance excitement, when they sug- 
gested that the Armstrong committee 
lacked real breadth and capacity and 
showed no desire to constructively 
benefit the business, seeking only that 
which was evil and sensational. Yet 
the committee itself furnishes in its 
report to the legislature the strongest 
possible endorsement of this view of 
insurance men that they were narrow, 
prejudiced and unfair—destructive 
rather than constructive in their ten- 
dencies and desires. 


An Instance of Hasty Judgment. 

Take one incident alone, furnishing 
as it does an index to the spirit in 
which their entire work was done. 
The committee asked the out-of-the- 
state companies, whose affairs they 
did not take time to investigate, for 
written answers to certain inquiries, 
including the question of what re- 
tainers they had paid lawyers for the 
past ten years. One company of a 
neighboring state broadly known for 
the integrity and propriety of its 
management, upon going over the 
books found that its regular counsel 
had annually charged them a retainer 
of $100 in addition to moderate fees 
for any special legal cases they were 
called on to handle during the year. 

The firm of lawyersin question is 
one of the oldest and best known in 
all New England, its members prop- 
erly possessing a reputation for prob- 
ity which even the counsel of the 
Armstrong committee might well 
envy. The insurance company in 
question has had very little litigation 
or need for legal advice, but for many 
years had published the name of this 
firm of lawyers as its counsel. This 
of course bound the lawyers to attend 
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to any legal business the company 
might have and in turn -prevented 
them from accepting compensation for 
any outside work affecting the com- 
pany. So the lawyers, in accordance 
with both legal precedent and entire 
propriety, charged the company an 
annual retainer. 

The committee, in its printed vol- 
umes, includes this list of retuiners, 
$100 a year for 10 years, and, without 
making further inquiry or investiga- 
tion concerning the facts, makes the 
comment that while the object of these 
retainers does not appear the infer- 
ence is plain that they were for legis- 
lative services. 

Is not the inference equally plain 
that the purpose of these retainers 
was to encourage aerial navigation? 
The fact that in a formal permanent 
record of this character the committee 
without effort to learn the facts, 
makes unjust and uncalled for infer- 
ences concerning a reputable com- 
pany, which would tend toinjure it 
in the popular esteem; the fact that 
they cast unwarranted aspersions on a 
firm of dis‘inguished lawyers, evi- 
dently did not concern them nor is it 
the point I wish to bring out. I refer 
to the incident as proving the pre- 
judiced, unfair and destructive spirit 
in which the committee’s work was 
conducted. 

This applies to their counsel as well 
as to the members of the committee— 
for if he had been dealing with a mat- 
ter in a court of law, where justice 
must be done the rights of all, he 
would have been the last to attempt 
to draw inferences of this character, 
which lacked basis in fact, and the 
very suggestion of which under the 
circumstances without any attempt at 
a verification, indicates an absence of 
that broad and judicial spirit which 
ever marks the really able members 
of the bar. 


The Swing of Public Opinion. 
It is already becoming evident that 


the character, both of the investiga- 
tion and of the recommendations of 


the Armstrong .committee, is being 
recognized -Some of its chief recom- 
mendations, including tho-e affccting 
the limitation of agents commissions, 
were disapproved by tie conference 
of insurance commissioners and at- 
torneys-general, which was called to 
meet at Chicago by direction of Presi- 
dent Roosevelt. The President him- 
self ina recent message to Congress 
endorses, not the legislation proposed 
in New York State, but the report of 
the Chicago Conference. The legis- 
latures of Kentucky, Iowa, Maryland 
and Ohio have deferred action on in- 
surance matters till their next session, 
by which time the uniform laws to be 
drafted by the Chicago Conference 
will be ready. Governor Guild, with 
sound common-sense, in a message to 
the General Court of Massachusetts, 
has suggested the continuance of tie 
insurance commission and the post- 
ponement of new legislation in Massa- 
chusetts until next year, apily adding 
that no state except New York had at- 
tempted to act in advance of the re- 
port of the Chicago Conference, and 
that those persons best qualified to 
express an opinion upon the condition 
of legislation in that state, believe the 
bills just passed there will require re- 
vision next year. 


Extroardinary Action of Gov. Higgins. 

As set off against his action of the 
Governor of Massachusetts, let us 
view the recent conduct of the Gov- 
ernor of New York, illustrating as it 
does the perverted and unsound con- 
dition of public opinion in that state. 
The governor is, under the Constitu- 
tion, the executive officer of the state, 
his only relation to the legislative 
function of the government, beyond 
the recommendations contained in his 
formal messages, being that upon him 
shall rest the responsibility of approv- 
ing or disapproving every bill, after 
it shall have passed the senate and 
assembly. The New York senate, 
after listening attentively to a debate 
covering several hours, passed an 


amendment to one section of the pend- 
ing insurance bill. 
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Iam not discussing the merits of 
the amendment, on which honest 
minds can differ, but the excited 
state of the public mind which per- 
mits official misconduct to go un- 
noticed. Following the passage of 
the amendment, but before the bill 
had been actually passed and pre- 
sented to him for consideration, the 
governor, exceeding all his constitu- 
tional prerogatives, issued to the pub- 
lic a statement deprecating the action 
of the senate, and, going further, 
sent for individual senators, and, ac- 
cording to newspaper reports, lect- 
ured and threatened them, demand- 
ing that the amendment should be re- 
considered. He, with Senators Arm- 
strong and Brackett, forced the call 
of a Republican caucus, at which the 
reconsideration of the umendment 
and passage of the bill itself were 
made party measures, and the next 
day the senators had either to break 
with their party, and so destroy them- 
selves politically, or go into the senate 
chamber and change their votes, not 
subject to the restraints of duty or of 
conscience, but in response to the 
crack of the party whip, wielded by 
or at the instigation of Governor 
Higgins. 

Senator Armstrong boasted that he 
was sincerely proud of the governor, 
who ‘‘acted instantly’? in a matter 
concerning which he at that stage 
had no constitutional authority to 
act at all, ‘‘and literally took the sit- 
uation by the neck and shook it out 
so effectually that resistance practi- 
cally ceased at once.’’ Editorial arti- 
cles in the great metropolitan jour- 
nals, called the governor a wise and 
good man and commended him for an 
action which ina period of sanity and 
self restraint would have led those 
same journals to ask at once for his 
impeachment. 

Truly nothirg more is needed to 
justify my statement that the viows 
to be found today in the press in no 
sense represent either the real opiniuo 
of our citizens or that sound common- 


sense which is inherent to the Ameri- 
can people. My words gentlemen, 


will be little noted at the present. but 
when the existing excitement over in- 
surance matters quiets down and the 
equilibrium of the public is restored, 
others will wonder with me how such 
things could have happened in what 
is usually regarded asa conservative 
and well ordered state. 





SHRINKAGE OF ESTATES. 


An appraiser’s report recently filed covering 
the estate of the late John A. McCall, president 
of the New York Life, shows the net value 
thereof to be $40,835. Itis quite common for 
the property of supposed rich men to show un- 
expected shrinkages after death. We recalla 
recent stricking instance in the case of an emi- 
nent business man of Boston, popularly sup- 
posed to be worth about $20,000,000. After his 
death his property was valued at $4,000,000. 
When Mr. McCall was at the height of his ca- 
reer as a life insurance man he was supposed by 
many to be a man of wealth. His property was 
estimated by one guesser as high as $14,000,000, 
all of which sum it was alleged he had made by 
and through his connection with the life insur- 
ance business. _ 

We now know that Mr. McCall never ap- 
proached being a milllonaire. He earned a good 
salary, but he was a generous spender. The one 
thing that made him appear a man of great 
wealth was the erection of a magnificent Lome 
for himself on Long Island Sound, said to have 
been worth from five to six hundred thousand 
dollars. It gave to him the aspect of a million- 
aire, but as a matter of fact he owned only an 
equity in this residence, and was able to main- 
tain it only because he was able to carry the in- 
terest on the investment out of his salary. 

Before his death Mr. McCall was obliged to 
dispose of this property to realize on his equity, 
as well as to borrow against the reserves of his 
life insurance, in order to cover an indebtedness 
which he thought he was under obligations to 
discharge to the New York Life. 

These instances of violent shrinkage iu estate 
when the actual facts are disclosed after death, 
as compared with the reputed wealth before, 
leads to the conclusion that the American habit 
of exaggeration is probably creating in public 
imagination many fabulous fortunes which do 
not exist. Men often seem to have money when 
they are merely Ilving well and probably spend- 
ing all or more than their earnings. Often they 
are led todo so by their desire of appearing to 
possess what in reputation they are supposed o 
have. It would be well if the average American 
spent less and accumulated more- A successful 
ma is often induced to unnecessary expendi- 
tures by the example of those around him. 

His neighbors have automobiles and he fee's 
that he, too, must possess this evidence of pros- 
perity, even if he has to mortgage his home to 
procure it. 
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What Is the Use... 


of saying ‘‘ the best company " 
or ‘‘ the strongest company ’”’ 
or ‘‘ the largest company’’ ? 


They are all these things. 
We say simply 


The Penn Mutual - 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 








UNEXCFLLED IN 
Favorable [lortality 


--AND.. 


Economy of Management. 


The Provident Life 


end Trust Company 


OF PHILADELPHIA. 
Rates of Premium Extremely Low 


and still further reduced by 
Annual Dividends. 





Incorporated Und r the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
.... BOSTON, MASS. 


PERCY PARKER, President. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies 


W:iLLIAM H. BRCW ‘, Secretary. 





Inducements 
are 

Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 


INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
and the most satisfactory Company to represent 


Exceptional 


Applications may be sent to 
GEORGE T. DEXTER 


Superintendent of Domestic Agents 
32 Nassau Street New York City 





1860 46th Year 1906 


HOME LIFE 


Insurance Company of New York. 
GEORGE 2. IDE, President. 
Assets, $17,886,594.88 Liabilities, $16,457,194.41 


‘Including Dividenwt-Endowment fund) 

Dividend-Endowment Fund, (Deferred Dividends) $1,453,907.00 
- - 225,000 00 

1,204,400.47 
79,775,340.00 


The Home Life supplied one of the marvels of the present inves- 
tigation—an insnrance company without any obvious scandals. 
N. Y. Tribune, 12-12-05, 

Mr. Hughes’ inquisition was not less searching than before, but 
the officer of the Wome Life Insurance Company apparently sur- 
vived it unscathed, N. Y. Herald, 12-12-05, 
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Insurance in Force - * + 


Detail Statement furnished upon request. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 
MUTUAL LIFE INSURANCE COMDAM 


OF BOSTON 


S. H. RHODES. President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Tern 
and Instalment Policies issued. See our Optional An 
wity Policy. Good Agency contracts tothe right 1.e1. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

fohn Hancock Bldg. - 178 Devonshire St 





*The Leading Fire Insurance Company of America” 


Wit. B. CLARF .esident. 





THE METROPOLITAN 
LIFE INSURANCE Co. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.” 


Pays over 395 Death Claims Daily. 
Insurance in foice of over $1,596,509,769 


Permanens, Ficincavey anu CF givssive Ciuployment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem 
onstrating his capacity, establish his claim to the 
highest position inthe field Itis within his certain 
reach The opportunities for merited advancement 
are unlimited. All needed explanations will be fur 
nished upon application to the Company’s Superin 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City 





























YOUNG MEN—MAKE MONEY 


There are opportunities 
to represent a big, sound 
up-to-date Life Insur- 
ance Company in a prof- 
itable manner. 
Prudential representa- 
tivesmakemoney. They 
have most varied forms 
of policies and advan- 
tageous contracts with 
liberal commissions. 
The attention of young 
men, particularly young 
men starting in business 
is especially sought. 
Write for full informa- 
tion regarding these un- 
usual opportunities. 


THE PRUDENTIAL 


INSURANCE COMPANY OF AMERICA. 


Incorporated as a Stock Company by the State of New Jersey. 


JOHN F. DRYDEN, Home Office, 
President. Newark, N. J. 


TATE Mutuai Life 


PROSITE Ts 
...Assurance Company 


Worcester, Mass. 











INCORPORATED 1844. 


Financial Statement, Jan. I, 1905. 





Assets... . $25,457,929.45 
Liabilities .. 22,905,552.00 
SURPLUS. $2,552,377.45 


A. G. BULLOCK, President. 
H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


he LIFE, ENDOWMENT 
and ANNUITY POLICY 


ISSUED ONLY By THe 


PHGENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 











Some of the cardi- x 

CONSERVATIVE nal aims of the UNION a 
procressive |MUTUAL mansse: # 
FAITHFUL| 8etvative inthe % 











choice ofinvestments 
—to be progressive in 
the prosecution of the business—to be faith- 22 


ful to the interests of policyholders. a 
Agents of like inclination cordially welcomed 4 
Union Mutual Life Insurance % 
Company 4 

PORTLAND, MAINE. 8 

FRED E. RICHARDS, President. ; 
ARTHUR L. BATES, Vice-President. 32 


S88 


% 
For Territory address either EDSON D. SCOFIt LD, 
Superintendent, 180 Broadway, New York City, THORN- 32 
TON CHASE, Superintendent, 84 Adams Street, Chicago, ge 

lls. ste 
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FIRST MUTUAL 


Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 











Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 





FINANCIAL STATEMENT. 








ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 
SURPLUS, $3,686,176.25 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary 


WM. B. TURNER, Ase Sec’y 





National Life 


Insurance Company 
OF MONTPELIER, VERMONT. 
Established in 1850. Operating in 44 States. 
JOSEPH A. DE BOER, President. 
JAMES T. PHELPS, Vice-Prest. 


JAMES B. ESTEE, 2d Vice-Prest. 
OSMAN D. CLARK, Secretary. 





H. M. CUTLER, Treasurer. 
A. B. BISBEE. Med. Director. 
C, E. MOULTON, Actuary. 
F. A. HOWLAND, Counsel. 





This Company held January I, 1906, and gained 
during the past decade: 


ASSETS, $34,519,093 04 Gain, 184% 
SURPLUS, 3,821.752.51 Gain, 165% 
INSURANCE, 145,480,904.00 Gain, i09% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity In- 
surance. 











JAMES T. PHELPS & CO., State Agents, 
159 Devonshire St... BOSTON, MASS, 





BERKSHIRE 
LIFE INSURANCE CO. 


OF PITTSFIELD, MASS. 


James W. HULL, President. 
«. M. LEE, Actuary. 
THEO. M. ALLEN, Secretary. 
Rop’t H. Davenport, Ass’t. Sec’y. 


This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates addr ss 


EASTERN MASSACHUSETTS AGENCY, 


79 Milk Street, Boston, Mass. 
DYER & FOSS, Managers. 





























